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“NORTH AMERICA” AGAIN MAKES NEWS. 








The answer to these two questions is that the business- 


like farmer ca# —in Indiana. 


1. NOW ...Indiana farmers who intend to rebuild 


can insure their farm buildings 100% to value. 


2. NOW ...Indiana farmers can insure their farm 


personal property in a single sum. 


.another opportunity for Indiana Agents to furnish 
greater service in the public interest. 
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§) THREE REASONS why ROYALS 


are a better buy for you: 





(Greater Efficiency! (Greater Durability! 


Royal has more cvork-saving, time-saving Durability comparisons prove why to- 
al features than any other typewriter. This day’s Royal is the World’s No. 1 Type- 
> is a fact which results in higher produc- writer. Its construction is the sturdiest 
% tion per machine. Call in your Royal rep- our engineers have yet produced. Result: 
2 resentative—and be shozen the proof—in minimum stenographic work losses; 
= an actual Royal demonstration! maximum service return for your invest- 

ment. 


Favorite with Typists! 


A national survey made among hundreds 
of business girls shows that Royal is the 
preferred tvpewriter—2 fo / over any other 
typewriter. Your stenographic staff will do 
more and better work on machines they 


prefer to use. Order Royals! 








ROYAL-World’s No. 1 Typewriter 
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BEST’S STOCK INDEX 
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* Based on Standard & Poor’s daily stock price indexes of 50 industrial, 
0 railroad and 20 public utility stocks combined. 


Casualty Fire 
1945 1946 1947 1945 1946 1947 
Jan. 31..... 377.8 485.8 399.7 203.2 245.6 209.8 
Feb, 28..... 389.5 454.8 399.4 211.7, 238.3 210.8 
ae 375.8 466.7 390.1 205.6 241.9 204.9 
Ap. 20.... 386.4 474.8 374.3 211.0 242.9 195.1 
Mav 31.... 395.3 472.1 372.5 215.3 236.4 188.9 
June 30 402.9 464.9 382.2 213.1 229.7 200.2 
dy 31..... 400.5 461.6 206.9 226.8 
ee. Se 403.5 449.0 207.6 222.5 
met. 20..... 410.6 398.0 211.3 196.9 
aw 433.8 396.8 228.0 196.1 
me 20..... 448.2 394.0 227.6 193.7 
oe 3..... 458.8 400.5 229.8 200.9 


NSURANCE shares moved ahead last month to more 
than regain losses suffered in May. Fire stocks led the 
advance with a gain of 6% to bring our index to 200.2, 
while casualty shares rose nearly 3% to 382.2. 


Fire Stocks 


The rise in market values in the fire field was led 
by Fidelitv-Phenix, up nearly 8 points to 56, a rise of 
6%, followed closely by Continental, up 51% points to 
1%, a rise of 14%. Hartford rose 10 points (also 
10%) to reach 104 and Insurance Company of North 
\merica was up 6 points to 93. The only fire stocks in 
our index to decline last month were American of 
Newark, Aetna, Security and Boston. 


Casualty Stocks 


Leading the rise in the casualty field was Maryland, 
p 1% points to 11, a rise of nearly 16%. American 
Re-Insurance was up 31% points to 2834 and Seaboard 
Surety, up 4 points to 48. Leaders on the down-side 
were Standard Accident, Preferred Accident and Hart- 

























ford Steam Boiler. 


For July, 1947 











_ INSURANCE COMPANY 
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Distinguished service to agent 
and assured for more than 
237 years has earned the SUN 
its world-wide recognition. 


INS URANCE OFFICE 
z LIMITED 
;PATRIOTIC INSURANCE CO. OF AMERICA 
| SUN UNDERWRITERS INS. CO. OF N.Y. _ 
New York: 55 Fifth Avenue | 
Cuicaco: 309 W. Jackson Boulevard ! 







alt, Francesco: Swett & Cos 
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On July 4, 1866, the city of Portland, Maine ! 


was almost completely destroyed by fire. Damage | ticipation 


would be cushioned by today’s 
in property insurance—a 


far broader par- 
healthier 





to property was estimated at $15 ,000,000—a loss | condition brought about by the insurance com- 
made even more staggering to the small com-! panies’ unceasing efforts to reduce insurance 
munity of 31,400, because a large part of the | rates by reducing hazards, thereby making insur- 
property was uninsured. At present, such a loss | ance benefits available to the many. 





1947—]ULY hath 31 days ‘Freedom is not a way of living...it is life itself!"’ | 





1—Tu.— 1863, Battle of Gettysburg began. 
2—W.—1881, President Garfield assassinated 
3—Th.— <., Full Moon, 5:38 A. M., E. S.T. 
4—Fr. — =’ INDEPENDENCE DAY 
5—Sa.—-Fill in the gaps in your property insurance coverage! 
6—Su.— 1747, John Paul Jones, U.S. Naval hero born. 
7—M.—1941, U.S. Marines occupied Iceland. 
8 —Tu.—1908, $2,000,000 fire, Boston docks. 
9—W. —1850, Philadelphia fire—loss $1,000,000. 
10—Th.—1926, explosion and fire caused $100,000,000 property loss, Naval Arsenal, 
Dover, N. J. 
ll—Fr. — 6 Last Quarter, 5:54 A. M., E. S.T. 
12—Sa.— “ Is your property protected against damage by airplanes? Ask your 
Agent or Broker—he’ll know! 
13—Su.—1913, partial suffrage granted Illinois women. 
14—M.—1789, storming of the Bastille. 
15—Tu.—ST.SWITHIN’S DAY—rain this day may disturb the Saint’s boncs, bringing 
rain for 40 days. 
16—W.—1828, Fire Association trustees resolve that salary to Treasurer and Clerk be 
’ set at $800 per annum. 
17—Th.— aa, New Moon, 11:15 P. M., E. S.T 
18—Fr. — ‘= 1944, Tokyo announced loss of Saipan. 
19—Sa.-- 1845, New York City fire—loss $7,500,000 
20—Su.—1881, Sitting Bull, Sioux Chicf surrendered. 
21—M.—1943, $300,000 fire in LaCrosse, Wis. 
22—Tu.—1941, typhoon swept Tokyo and Eastern Japan, destroying 50,000 homes. 
23—W.— Why not ask your Agent or Broker about Extended Coverage to your fire 
insurance? 
24—Th.— > First Quarter, 5:54 P. M., E.S.T. 
25—Fr.—Y 1909, lst airplane crossed English Channel. 
26—Sa.— 1788, New York (11th state) ratified constitution. 
27—Su.—1919, Chicago race riots, 31 killed. 
28—M. —1914, Austria declared war on Serbia 
29—Tu.— 1900, Italy's King Humbert assassinated. 
30—W. —1943, $500,000 grain clevator fire, Chicago. 
31—Th.—1777, Lafayctte offered to serve in American Army 
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OBSERVATION for July: With property values at all-time highs, this is the time to 


repair gaps in property insurance, extend coverage. 
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FIRE ASSOCIATION GROUP 


Fire Association of Philadelphia XY Lumbermen’s Insurance Company 
The Reliance Insurance Company Sh Philadelphia National Insurance Company 
PHILADELPHIA \G&’ PENNSYLVANIA | 





SYMBOL OF SECURITY SINCE 1817 
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That Sums Up aviation insur. 
ance in three quick words! 

There are endless possibilities to 
build volume in this almost virgin 
field. Coverages available today go 
far beyond simple Hull and Liabil- 
ity policies, and they are far more 
flexible than they were years back. 

You have Group and Individual 
accident for passengers of sched- 
uled airlines and Accident Insur- 
ance for Pilots... as well as Air- 
port Liability, Workmen’s Com- 
pensation and Employer's Liability 
Insurance. 

In addition to these straight 
coverages, there is a wealth of 
appeal in endorsements such as 
Hangar Keeper’s Liability and 
Airmeet Liability, which can be 
written as extended protection to 
Airport Liability coverage. 

Your obvious prospects are of 
course airlines, airport operators 
and private plane owners; but these 
people represent only one group 
of prospects. For instance, you're 
passing up a good bet if you don't 
canvas your present holders of or- 
dinary fire insurance. You'll be 
surprised at the amount of ex- 
tended coverage you can sell, in- 
cluding damage by airplanes. 

The Fire Association Group, as 
a member of the USAIG, is in a 
position to give you complete 
service and counsel in any Avia- 
tion insurance problem. For assis- 
tance, write to any of our offices. 
Or, direct to U.S. Aviation Under- 
writers, 80 John Street, New York 
7, aviation manager of the USAIG. 

Fire Association Group, 401 
Walnut St., Phila. 6. Branches in 
Atlanta, Chicago, Dallas, New 
York, San Francisco, [oronto. 







LIFT USEFUL IDEAS... 


for your local advertising 


from our Insurance Calendar ad. 
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MONTHLY 
FIRE LOSSES 
IRE losses in the United States 

in May were estimated by the Na- 
tional Board of 
$56,545,000, a seasonal decrease ot 
16.9% from SO8.029 OOO 
during April but an increase of 
26% over losses of $46,094,000 in 
May, 1946. 

The losses during May brought 
the total for the first five months of 
this year to $318,436,000 an increase 
of 25.8% $253 ,066.- 
000 for the similar 1946. 
More significant is the fact that fire 
current five 


Underwriters at 


le ysses ot 


over le SSCS ot 


period of 
for the year’s 
month period exceed losses for the 
jull vear of 1942 when they totalled 
$314,849, 000. 

A comparative table of fire losses 
for the first five months of the past 


losses 


two years follows: 


1947 1946 
January $57,180,000 $49. 808.000 
February 64,247 000 51.759.000 
March 72,435,000 53,252,000 
April 68,029,000 52.153.000 
May 56,545,000 46,094,000 


Total 5 Mos. $318,436,000 $253,066,000 


THE MEANING OF 
FIRE LOSSES 


HE effort to publicize the 

meaning of fire loss to this na- 
tion should not be couched so much 
in dollars and cents, not so much in 
statistics in national averages, but in 
the language of everyday living 
which management, labor and the 
public can understand—not as mem- 
bers of a group but as individuals 
whose personal problems are in- 
volved,” Alvin E. Dood, president of 
the American Management Associa- 
tion, told the members of the Na- 
tional Fire Protection Association’s 
convention. To illustrate, he told 
the convention that enough timber 
and lumber was de ‘stroyed last year 
to build 200,000 five-room houses, 
almost one-quarter as many man- 
lays of work were lost because of 
ite as were lost because of strikes 
and industrial disputes—enough to 
manufacture ne arly one million 
automobiles and enough money was 
lost last year through fire to 
$45 a week to every man, woman 
and child in the state of \\ yoming. 
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NOW? \GHT-BEAM INDEXER” 


makes SoundScriber dictation 
more effortless than ever 


Latest SoundScriber improvement 


“‘light-beam” indexing 





provides ultra-precision. By 
a radio-like illuminated 
dial, 


instantly and exactly to note 


the dictator is enabled 


the location of specific dic- 


tated material. When the 
secretary “tunes in” to the 
place indicated... the 


material is there! 


The SoundScriber electronic 
fundamental: 
to write a letter! 
find it quick and easy to rev 


this 
dictator and a secretary 


based on 





dictation system is 
the 
The dictator must 
lew any part of what he has 


disc 
it takes two people 


said and also to give complete and accurate instructions to 


the secretary. The secretary, i 
a glance, where any particula 


long it is. Only the SoundSe 


superlatively well. 


n turn, must be able to tell, at 
r material is located, and how 
riber system does these things 


The SoundScriber system of indexing—with the pre- 
cision and the well-planned forms to do the job right— 


is the key to quick, efficient, t 


every step of it is now made 


ime-saving transcription. And 


doubly. easy by the new 


SoundScriber “‘light-beam indexer.” 


You may play back any part of the disc, any time... 


without 


disturbing the recording head, without irksome manipulation. 
You then go on recording precisely where you left off. No fumbling 


for the right place. 
you know where you are! 


In any phase of SoundScriber operation— 


Over 50,000 users have changed over to SoundScriber ... 


for its demonstrated efficiency, 
Do not invest in machine dic 


its simplicity, its low cost. 


tation of any kind until you, 


too, have investigated SoundScriber. Sales and service in 


Mail the 


175 communities. 


coupon today for complete 


details of the SoundScriber System. 





ee ee ee 


ees | 


First in disc dictation 


sessed 





» NAME__ 


i 
The SOUNDSCRIBER CORPORATION, Dept. BF-7 4 


New Haven 4, Connecticut 


COMPANY 
ADDRESS- 





CITY __ STATE 
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eee Bu: it’s really no secret! F & C representatives who 
aren't loaded with paperwork detail make better bosses . . . 
because they don’t build high blood pressure sweating 
through unnecessary record-keeping operations, they can 
give better service to clients. Everybody's happier! 

How do they do it? Chances are your secretary's hep 
to that too—by using Remington Rand’s Duplicate Daily 
Filing System, the plan that incorporates in a single folder 
records ordinarily scattered throughout various office files 
... the system that cuts filing space 25¢/ to 60%, while it 
provides “packaged” information about every client's in- 
surance picture. 

Bet she knows too that simplified, fast filing of these 
folders with the famous Variadex system means still more 
efficient service, still greater confidence in your ability to 
furnish accurate information quickly. 

And don’t forget that vital agency records deserve 
protection against fire. Remington Rand certified Sate 
Files mean security for you and your client too—some 
thing that you, as an alert Fire and Casualty representative, 


can appreciate! 





Safe-File 60: One-hour certified laboratory protection for irreplaceable 
agency records against ravages of fire. 

















nH 





Duplicate Daily Reports: Each customer's folder holds aut 
fire daily reports and endorsements, securely filed behind t 
card. Ask for LBV-250—free sample of the Duplicate [ 





Variadex Filing: simple, speedy... 
and practical attractiveness. 





En) estigate this winning combination for record-keeping 
efficiency and safety! Call your Remington Rand repr 
sentative now fora 10-day loan of Management Controller 
No. 717, new, authoritative analysis of F & C agency filing- 
or write Systems Division, 315 Fourth Ave., New York It 
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THE FIRST NAME IN BUSINESS SYSTEMS 
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xxx] ast month we reviewed the trends of experience on 


the classes of business underwritten by stock casualty 
insurance companies. This month we present a detailed 
study of the casualty mutual field and the casualty re- 
ciprocal field. The range in underwriting experience for 
the mutual carriers shows variation in loss ratio from 
13.7% on surety to 87.5% on auto property damage and 
in expense ratio from 13.5% on group accident to 39.0% 
on boiler and machinery. Because of these wide varia 
tions, it is necessary to review the experience by lines 
to properly evaluate the over-all results. The study for 
the mutual casualty companies is on page 15 and for the 
reciprocal exchanges on page 16. 


*k*So much time and effort have been expended on 
plans to adjust the operation of insurance to the Supreme 
Court ruling that it is commerce and to enact state 
regulatory legislation to comply with the provisions of 
Public Law 15 that some of the other problems facing 
company managements have not received the wide atten- 
tion that they otherwise would. Not least among these 
problems is the financing of the tremendous increase in 
volume of business, discussed in the editorial What 
About Preferred Stock? on page 17. 


***One of the leading company executives discusses a 
number of the common problems facing agencies and 
companies in Our Business on page 19. 


*** Although the maintenance of an adequate rate level 
is but a single factor in the maintenance of solvency, it 
is, nevertheless, rather important. No management, no 
matter how capable it is can long survive on inadequate 
rate levels. The superintendent of one of our leading 
states, who is the retiring president of the National As- 
sociation of Insurance Commissioners, gives his view 
on this important topic in Rate Regulation on page 21. 


***So much has been said and from so many angles 
concerning Public Law 15 that it seems little more could 
he said. However, there has been relatively little com- 
ment by government officials, so The Insurance Mora- 
orium and the Agent, on page 25, by the Special As- 
‘stant to the United States Attorney General is of 
more than passing interest. 


For July, 1947 


JULY, 1947 


***\Much is being said and written about public rela- 
tions these days; some of it is good sense, some of it is 
chaff. Elaborate charts and plans are being drawn up. 
Some are sound, others are merely confusing. Rather 
than talk on public relations, the author of the article 
on page 29 talks on Public Understanding. 


*** Old as is the history of the so-called “trust and com 
mission” clause, a study of the subject reveals that the 
progeny was. conceived in the union of an underwriter 
and broker, that the labor pains are usually attended by 
an adjuster as midwife, but that the record of the birth 
is filed, and the name of the baby is designated and 
selected, not by the relatives or the attendant midwife, 
but by the courts and lawyers of the state of nativity. 
hus argues the member of the bar responsible for our 
legal article Jn Trust and On Commission on page 33. 


***In order to understand fully the significance of the 
demand for comprehensive liability insurance, the author 
of the article on page 41 first discusses the highly spe 
cialized public liabilitv salesman known as the “law of 
negligence” as the point of departure for a sound sales 
article. 


***The principal development of the third vear follow 
ing the Supreme Court’s decision holding insurance to 
be commerce was in the field of state legislation. A 
special committee of the American Bar Association's 
Section on Insurance Law has prepared an analysis of 
the measures proposed and lists by states the action 
taken, on page 45. 


*** Producers who render professional insurance service 
realize that selling is but one phase of their activities. 
Service, before and after ‘the sale, and conservation 
efforts are becoming increasingly important features of 
the producer’s stock in trade. With this issue, we intro- 
duce a series of articles which will run approximately 
every other month—the first, /mprove Your Theatre 
Risk, is on page 69. 


**kWe have heard a lot about the use of suggestion 
systems in improving personnel relationships and aiding 
general efficiency. We have also heard a lot against such 
systems from those who have not utilized them success- 
fully. This month we have an interesting and complete 
report on the use of such a system by a leading insur- 
ance company which outlines the setting up of a system 
and gives illustrations of types of suggestions submitted. 
It appears on page 73 under the title Suggestion Sys- 
tems. 


**xkThere were three outstanding fidelity losses dis- 
covered in 1946. Their spectacular nature accorded them 
front-page headlines and caused insurance buyers to 
ask themselves “Jn What Amount Should Fidelity 
Bonds be Purchased?” See the answer in our Buyers’ 
Round Table on page 77. 
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COMPANY DEVELOPMENTS 


SUMMARY of the insurance company developments 
throughout the United States and Canada in recent months 
appears hereafter. This summary includes notices of examina- 
tions conducted, and also new, licensed and retired companies. 


ALABAMA 
\dmitted 
Great Central Mutual Insurance Co. .......... ... Peoria, II 
United Benefit Fire Insurance Co. ......... ....Omaha, Net 
\RIZONA 
\dmitted 
Colonial Insurance Company..... oe . Cal 
Lincoln Mutual Life & Casualty Co. ............Fargo, XN. p 
National Travelers Casualty Co. ............ Des Moines, Iowa 
United Benefit Fire Insurance Co ioctl 
‘ CALIFORNIA 
. ‘ Admitted 
Cathay Insurance Company .......... Raritan Township, N, ] 
CONNECTICUT 
Withdrawn 


Reinsurance Corporation of New York . New York, N. ¥ 
DELAW ARI 
\dmitted 
Pennsylvania Accident & Health Ins. Co. . Philadelphia, Pa 


FLORIDA 
Examined 
American Bonding & Surety Company ...... Jacksonville, F| 
GEORGIA 
\dmitted 


Bankers Life & Casualty Company......... ....Chicago, II] 
New England Casualty Insurance Co Springfield, Mas 
INDIANA 
Withdrawn 
Berkshire Mutual Fire Insurance Co. .... ... Pittsfield, Mas 
Reinsurance Corporation of New York ......New York, N. \ 


LOUISIANA 
Admitted 


Cathay Insurance Company Raritan Township, N 
MAINI 
Examined 

Mutual Fire Insurance Company........ Saco, Maine 


MASSACHUSETTS 
_ Examined 
Cotton & Woolen Manufacturers Mutual 


Fire Ins. Co. of New England..... Joston, Mass 
MISSOURI 
Licensed 
Protective Mutual Casualty Insurance Co. ......St. Louis, Mi 
Admitted 
Security Fire Insurance Company............Davenport, Iowa 


Examined 
Central Surety Fire Corporation. . 
Central Surety & Insurance Corporation. 


.. Kansas City, M 
Kansas City, Mc 


Globe Mutual Insurance Company...... Kansas City, Me 
Mutual Fire Ins. Co. of St. Charles..... ....5t. Charles, Mi 
Peoples Mutual Insurance Association....... ... Linn, Mo 
Public Mutual Casualty Company........ ...5t. Louis, Mo 


NEBRASKA 
Licensed 
Universal Surety Company ............... 
NEVADA 
Admitted 
National Travelers Casualty Company ...... Des Moines, Iowa 
NEW HAMPSHIRE 
Examined 
National Grange Mutual Fire Ins. Co. ...... 
National Grange Mutual Liability Co. ...... 
NEW JERSEY 
Withdrawn 
Pennsylvania Casualty Company ...... 
NEW YORK 
Examined ; pt 
Commonwealth Insurance Co. of New York..New York, N Y 
Excelsior Insurance Company of New York...Syracuse, N Y. 
and 
Y 


Lincoln, Nel 


° Keene, N H 
Keene, N. | 


Philadelphia, Pa 


North British & Mercantile Ins. Co., Ltd.....London, Engl 
United National Indemnity Company.... New York, N 
OHIO 
Examined : 
Druggists Mutual Insurance Co. .......... Mansfield, Ow 
Mansfield Mutual Fire Insurance Co. ....... .Mansfield, Ohio 


Best’s Fire and Casualty News 














For 





‘Ss 


nents 
onths 
nina- 
nies, 


i. Ill 
Neb, 


Cal 
\. D 
lowa 


Neb. 


laine 


Mass. 


Mo 


lowa 


lowa 


land 


y 


Ohio 
Ohio 


News 








PENNSYLVANIA 


Examined 
4rmstrong County Mutual Fire Ins. Co. .........Freeport, Pa. 
carpenter Mutual Fire Insurance Co. ........ Curwensville, Pa. 
entennial Mutual Fire Insurance Co. ..... Shippensburg, Pa 


memaugh Valley Mutual Fire Ins. Co. ......Davidsville, Pa. 
mberland Valley Farmers Mutual Fire Ins. Co., 
Shippensburg, Pa. 
Fairview Mutual Fire Insurance Co. ....New Cumberland, Pa. 
farmers Fire Insurance Company .................. York, Pa. 


erguson Valley Mutual Fire Ins. Co. ...... . McVeytown, Pa. 
Hysbandman’s Mutual Fire Insurance Co. ....Port Royal, Pa. 
lyniata Farmers Mutual Fire Ins. Co. .....McAlisterville, Pa. 
Yendon Grange Mutual Fire Insurance Co. ..... Smithton, Pa 
\utual Fire Ins. Co. of Hummelstown ....Hummelstown, Pa. 


Mutual Fire Ins. Co. of South Bend Twp. ....South Bend, Pa. 
Plumcreek Township Farmers Mutual Fire Ins. Co., 
Kittanning, Pa. 
Southern Mutual Ins. Co. of Lancaster County, 
Quarryville, Pa. 
TENNESSEE 
Admitted 
Yorthwestern National Insurance Co. 


.. Milwaukee, Wis. 


TEXAS 

Examined 
Lawvers Surety Corporation ................... Dallas, Texas 
Texas Hardware Mutual Fire Ins. Co. .......... Dallas, Texas 
United Services Automobile Association...San Antonio, Texas 

UTAH 


Licensed 
‘itizen’s Automobile Inter-Ins. Exchange. 
Admitted 
\merican Republic Insurance Company ..... Des Moines, lowa 
Great Central Mutual Insurance Company ........ Peoria, Il. 
Hamilton Fire Insurance Company ... New York, N. Y. 
\ational Travelers Casualty Company ..Des Moines, lowa 
VIRGINIA 
Admitted 
National Union Ins. Co. of Washington .. 
WEST VIRGINIA 
Admitted 
American Mutual Reinsurance Co. .......... ....Chicago, IIL. 
Medical Protective Company ............... lort Wayne, Ind. 
United Benefit Fire Insurance Co. .............. Omaha, Neb. 
WYOMING 
\dmitted 
Hamilton Fire Insurance Company ......... New York, N. Y. 
United National Indemnity Company ....... New York, N. Y. 
NOVA SCOTIA 
Admitted 
British Law Insurance Company ............ London, England 
SASKATCHEWAN 
Licensed 
Cooperative Hail Insurance Co. 


Salt Lake City, Utah 





.. Washington, D. C. 


CONVENTIONS AHEAD 


AUGUST 


+ 6 Washington Association of Insurance Agents, annual meet- 
ing, Davenport Hotel, Spokane. 

1-9 Georgia Association of Insurance Agents, annual meeting, 
General Oglethorpe Hotel, Savannah. 

+14 Utah Association of Insurance Agents, annual meeting, Salt 
Lake City. 

119 Montana Association of Insurance Agents, annual meeting, 
Hotel Florence, Missoula. 

21-22 Oregon Association of Insurance Agents, annual meeting, 
Eugene. 


SEPTEMBER 


|-3 International Federation of Commercial Travelers Insurance 
Sagettnstions, New Ocean House, Swampscott, Massachu- 
setts, 

-4 Michigan Association of Insurance Agents, annual meeting, 

Grand Hotel, Mackinac Island. 

International Association of Insurance Counsel, annual con- 

vention, Monmouth Hotel, Spring Lake, New Jersey. 

&10 Bureau of Personal Accident & Health Underwriters, annual 
meeting, Lake Morey Inn, Fairlee, Vermont. 
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OLDEN 
OPPORTUNITY! 


The honest man who buys insurance to protect 
his property abhors fire. Yet he lacks the training 
to recognize the many hazards evident to experi- 


enced fire insurance men. 


Could underwriters personally interview all the 
people they insure and see all the risks they 
assume, our fearful toll of fire loss in life and 


property might be substantially reduced. 


So much has already been done along these 
lines that it should spur us all on to greater 


achievement. 


In the routine of solicitation, agents and brokers 
have a golden opportunity to point out fire 
hazards, thereby helping to make our country 


safe. 
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} fipELITY 


HOW TO MAKE SURE BOOKS WILL BALANCE 


A sure way to unbalance a company’s Especially today, your company vitally 
books is through employee dishonesty. needs the protection of Fidelity Bonds 


lf your books showed a shortage, would ... not only to make good cash losses, 


you make a red ink entry and assume but also to guard against theft of mer- 


the loss? Or would you call your insur- chandise, stamps and other valuable 


ance agent, secure in the knowledge that 


property. Make sure that your company 
a check covering the amount of the 


will not have to assume such losses... 


See the U. S. F. & G. agent in your 


community today. 


defalcation would quickly bring your 


books back into balance? 


“Consult your Insurance Agent or Broker as you would your Doctor or Lawyer’ 
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GGREGATE figures m . af rapidly and drastically 
in the mutual field Combined Loss and Expense Ratios sour. Rate adjustments 
4re inclined to be 1942 1943 1944 1945 1946 | Were not made soon enough 
misleading unless cogni- [Accident and Health 85.6 90.2 90.0 880 983.9 | nor in sufficient amount to 
zance is taken of the vary-  |fAuto Liability 77.1 83.0 79.3 86.3 93.9 | keep the line on a profit- 
2 , at « eration tLia. other than Auto 74.7 68.6 67.2 68.2 68.0 |. ble basis with the result 
ing plans ——— tWorkmen's Compensation. 79.9 82.4 82.9 81.0 ne (oe Some 7 
followed by the companies [Fidelity 73.8 60.0 56.2 72.0 56.9 | that some companies re- 
4 he wide difference [Surety 77.7 58.0 58.6 52.1 49.4 | duced dividend rates and 
and the rte arg ene 43 872 1 87H HNO ee 
in size and Classes OF DUSI- [Burglary and Theft 622 6.7 695 704 778 | curtailed their writing Ot 
ness underwritten. Some [Boiler and Machinery ... 48.1 60.7 61.5 55.5 64.3 | business in some of the 
: wai - Auto Property Damage . 81.4 80.4 91.6 109.6 115.1 ‘ = e. 
‘companies obtain busines: perty 9 : able rri- 
companies obtain business [Ais> Collision .......... 628 861 1075 1243 109.0 | More unprofitable terri 
through agency organiza- |Other P. D. and Coll. . 48.3 46.6 49.0 699 71.9 | tories. 
tions, while others write [Miscellaneous Auto 74.5 76.3 80.7 90.2 87.4 Net premiums written 
either all or a substantial Unsegregated ... 89.4 8681.2 689.6 86.1 92.6 by the mutual casualty 
portion of business on a ¢Grand Totals 80.2 83.2 85.3 87.9 88.9 | companies in 1946 ad- 
direct basis. Still others [premiums Written vanced by about 28% to 
specialize in certain classes (ES eee $427 $440 §=6$485 = $540) $688 | reach $688,299,000. At 
ee ee . |% Case basis for 1945 and 1946. . mt é aaa 
ol risks. Many of the * Losses ete to premiums earned; expenses incurred to premiums this level the poe 
mutuals in the casualty | written. production was approxi- 





field operate on a dividend 

basis, while others write non-participating business and. 
particularly in workmen's compensation, much business 
is written on some retrospective rating plan. 

While most of the accident and health business and 
somewhere near half of the automobile business is ac- 
quired through agency channels on a commission basis, 
most of the workmen's compensation business under- 
written by mutuals is written direct and on a participat- 
ing basis. Many of the risks are large and the average 
total underwriting expense is lower than for any line 
except group accident and health. 

The general trend of experience in the mutual field 
parallels experience in the stock field in that there has 
been a rise of nearly ten points in the combined loss 
and expense ratio since 1942. Unusual profits were 
experienced during the war years on automobile lines 
due to driving restrictions. Following the end of the 
war underwriting experience on automobile lines turned 





Premiums Unearned Premiums 

Written Premiums Earned 
All A. & H. excl. Group . $112,802 $ 28,356 $107,899 
Group Acc. & Health 101,712 11,067 98,498 
tAuto Liability .......... 121,355 42,207 109,444 
4Other Liability :....... 26,322 13,158 24,768 
tWorkmen’s C oe 173,456 39,825 173,974 
Fidelity : 1,616 1,502 1,319 
. Sa 348 182 284 
re 1,882 1,540 1,574 
Burglary & Theft ...... 4,563 2,839 3,671 
Boiler & Machinery 3,975 3,039 4,086 
Auto Prop. Damage .... 48,623 17,801 42,997 
Auto Collision ........ 59,216 20,211 50,760 
Other P.D. & Coll. ...... 3,955 1,072 3,664 
Miscellaneous Auto 17,638 6,377 15,246 
Unsegregated .......... 10,836 3,311 9,535 
Totals & Averages $688,299 $192,487 $647,719 


* Last 000 omitted. 


¢ Ratios to premiums written. t Case basis. 
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mately six and one-half 
times greater than writings recorded in the early thirties 
and more than five times the volume written in 1929, 
the pre-depression peak. 

Automobile premium volume jumped nearly 50%, 
due in part to higher rates. However, the increases 
in rates failed to keep pace with increasing settlement 
and replacement costs. Auto liability writings were 
up almost 40% in 1946 but experience was less favor- 
able and the incurred loss ratio advanced eight and 
one-half points to 67.9%. Property damage writings, 
up 45%, were also unfavorable with an increase of six 
points in the loss ratio to 87.5%. Collision business, up 
71%, was still unprofitable but the loss ratio dropped 
almost thirteen points to 83.0%. 

Accident and health premiums have shown a re- 
markable growth in the last six years to reach nearly 
$215,000,000 in 1946, and represent approximately 30% 





(Continued on the next page 
Losses & j 7 t . 
Cl. Exp Comms. Other Total Under- Ratio 
Inc’d to and Undr, Undr. writing to 
Prems. Brok’ge Exp. Exp. Profit Prems 
Earned Inc’d Inc’d Inc’d or Loss Earned 
52.9 24.0 14.7 38.7 $ 7,179 6.6 
61.8 3.1 10.4 13.5 23,876 24.2 
67.9 11.6 144 26.0 3,602 3.3 
41.3 7.4 19.3 26.7 7,512 30.3 
66.4 a | 14.3 16.4 29,983 17.2 
35.9 1.2 19.8 21.0 507 38.4 
13.7 23.1 12.6 35.7 121 42.5 
56.5 18.0 16.5 34.5 36 2.3 
45.1 15.6 17.1 32.7 522 14.2 
25.3 3.7 sa 39.0 1,503 36.8 
87.5 2.7 14.9 27.6 -8,074 18.8 
83.0 14.0 12.0 26.0 -6,776 13.3 
45.7 6.2 20.0 26.2 954 26.0 
58.2 17.8 11.4 29.2 1,207 7.9 
62.2 17.6 12.8 30.4 315 3.3 
64.6 10.3 14.0 24.3 $62,467 9.6 
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MUTUAL CASUALTY UNDERWRITING—Continued 


of the entire writings of the mutual companies. This 
is $41,000,000 greater than the workmen’s compensation 
volume, for many years the leading line. Group busi- 
ness is acquired at a very low average commission and 
is handled with a lower overhead than individual busi- 
ness. A substantial reduction of more than eight and 
one-half points in the group loss ratio to 61.8°% was 
recorded in 1946 while volume rose 55%. Individual 
accident and health writings increased nearly 20°% while 
the incurred loss ratio declined slightly more than one 
point to 52.9%. 

Workmen’s compensation volume, up more than 2%, 
attained an all time high of $173,456,000 in 1946. The 
loss ratio advanced almost two points to 66.4% during 
the year, but operations remained profitable. 

The over-all expense ratio has risen slowly over a 
period of years to 24.3% for 1946. This long term 
rise is due to the acquisition of a larger percentage of 
business through agency channels which is reflected 
in a rise of more than five points in the item “commis- 
sions and brokerage” and a decline of one point in 
“other underwriting expenses” in the last twenty years. 

As pointed out in previous editorials, wartime and 
reconversion conditions created situations in the casualty 
business which tend to distort statutory underwriting 
figures, particularly on automobile liability business, 
The 1945 and 1946 figures are shown on a case basis 
for reserves. 


CASUALTY RECIPROCAL UNDERWRITING 


RECIPROCAL exchange is composed of a group 

of individuals, firms or corporations commonly 
termed “subscribers’’ who exchange contracts of 
insurance on the reciprocal or inter-insurance plan 
through the medium of an attorney-in-fact. Most ex- 
changes restrict their writings to select risks in certain 
industries, territories or coverages. In the casualty field, 
they generally write either automobile lines or work- 
men’s compensation and general liability. 
Never before has complete by-line experience been 
available on enough reciprocal exchanges to warrant 
Although prior ex- 
perience is not available for comparative purposes, we 
do know that unearned premiums at the beginning of the 


compiling aggregate experience. 





. * - 
Premiums Unearned Premiums 
Written Premiums Earned 
7Amto Lighiity ......... $22,738 $ 9,275 $20,479 
Zoptner Liability ......... 1,235 283 1,194 
tWorkmen’s Comp. ...... 14,297 362 14,283 
Auto Property Damage .. 10,592 4,446 9,167 
Auto Collision .......... 20,945 8,214 18,563 
cemee Fr. DB. & Coll. ........ 62 26 49 
Miscellaneous Auto ...... 8,900 3,566 7,873 
Unsegregated ........... 275 104 202 
ES a ee $79,044 $26,276 $71,810 
* Last 000 omitted. + Ratios to premiums written. t Case basis. 
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year were approximately $19,500,000 and by the end 
of 1946 totaled about $26,250,000. With unearned pre- 
miums representing only one-third of annual writings, 
the increase of some $6,750,000 in unearned liability 
indicates a rather substantial jump in volume of busi- 
ness underwritten. As a majority of the business is 
automobile, a large part of the increase may be attrib 
uted to rate increases. 

In line with other types of carriers, their experience 
on automobile business was unprofitable, due to ver) 
high losses on property damage and collision classifica- 
tions. Following is the by-line experience of 31 casualty 
reciprocal exchanges. 


Loss¢ s& + + + * 
Cl. Exp. Comms Other Total Under Ratio 
Inc’d to and Undr. Undr writing to 
Prems. Brok’ge Exp. Exp. Profit Prems 
Earned Ine’d Ine’d Inc’d or Loss Earned 
65.2 r Ps 28.5 $ 653 3.2 
26.1 6.2 26.0 32.2 485 40.6 
58.8 48 17.6 22.4 2.690 18.8 
76.9 6.2 21.1 27.3 777 8.5 
76.0 5.5 20.9 26.4 1.070 5.8 
38.6 7.4 19.0 26.4 14 279 
47.0 10.1 20.2 30.3 1.472 18.7 
76.1 hones 44.7 44.7 75 -36.9 
65.6 6.5 20.5 27.0 $3,392 4.7 
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What About Preferred Stock? 


O MUCH time and effort have been expended on 

plans to adjust the operation of insurance to the 

Supreme Court ruling that it is commerce and to 
enact state regulatory legislation to comply with the 
provisions of Public Law 15 that some of the other 
problems facing company managements have not re- 
ceived the wide attention that they otherwise would. 
Not least among these problems is the financing of the 
tremendous increase in volume of business, stressed in 
our editorial, What About Surplus? last October and 
again in April under the title, What About Capital? 
“The need for additional funds arises chiefly out of the 
fact that insurance companies must maintain a reserve 
for unearned premiums on a full 100% basis. As un- 
earned premiums are calculated upon the entire amount 
of the premiums under all policies in force, the cost of 
placing the business on the books has to come initially 
from some source other than the premiums themselves. 
This problem is particularly acute in the case of term 
business on which the full acquisition cost is met at the 
inception of the policy, while premiums earned on the 
policy accrue over a period of three or five years. 

Not only is the present rate of growth far above 
normal but earnings during the war period were heavily 
taxed and currently are virtually non-existent in the 
business as a whole. Therefore, the burden of financing 
the largest increase in volume of business in insurance 
history rests squarely on the surplus account. So far, 
surplus accounts have stood the strain, but margins are 
narrower due to the substantially greater liability under- 
written. The unfavorable trend of security quotations 
has added to the problem. 

Managements facing this squeeze on surplus have 
given much thought to just how much potential liability 
may be safely increased. Some have apparently con- 
cluded that surplus should not be strained much further 
and are making strenuous efforts to curtail writings, 
even at the expense of breaking down carefully built up 
agency and broker connections. Others have made or 
are considering arrangements to raise additional capital. 

Securing additional capital is a step that requires 
mature consideration. Moreover, raising additional capi- 
tal under present conditions is easier said than done. 
Although the longer term outlook for insurance earnings 
is favorable, experience since the end of the war has 
not been satisfactory and earnings have not been suffi- 
cient to be attractive to new capital. Although rates 
have been adjusted upward on fire, automobile and 
other unprofitable lines, there is considerable lag be- 
tween the dates of the rate increases and their reflection 
in underwriting experience. Also, yield on insurance 
shares is low because insurance companies generally 
rely upon net income on their own investment port- 
folios to cover dividends to their stockholders. Net 
investment income suffers not only from current low 
interest rates but has been cut further by more con- 
setvative portfolios. Companies have sacrificed yield to 
gain safety of principal to be certain that their increased 
Potential liabilities would be fully covered in any con- 
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tingency. The two factors of low earnings and low 
yield have resulted in even the highest grade insurance 
stocks selling in the open market at substantial discounts 
from their estimated actual values. 

Financing through the sale of additional common 
stock is not overly attractive when market quotations 
on outstanding shares are below actual values, and with 
dividends limited by custom to net investment income, 
any increase in capital stock dilutes funds available for 
dividends. Nevertheless, several well-situated com- 
panies have already announced plans to sell additional 
common capital and others are seriously considering 
taking this constructive step. Although the success of 
such financing is assured as any stock not taken up by 
old stockholders is fully underwritten, the old stock- 
holders who are not able to exercise their rights are in 
a disadvantageous position. 

The insurance business has customarily been financed 
almost entirely through the issuance of common stock, 
and rightly so. Any business which by its very nature 
works on a deferred basis should not be burdened for 
the first few years of operation with cumulative divi- 
dends or interest commonly associated with other meth- 
ods of financing. 


A Break Wiith Custom 


However, when a company is well established and 
has a long record of continuous dividend payments on 
its common stock, there may well be occasions when it 
would be of distinct benefit to its policyholders and its 
stockholders to raise additional capital by other means. 
One alternative that has particular merit under present 
conditions is the issuance of preferred stock. This 
method of financing has been used most successfully in 
many other fields. Unfortunately, it has been rarely 
used in the insurance field except in cases in which 
there was virtually no other alternative. It would be 
most short-sighted to let any such reason stand in the 
way of an otherwise free choice of raising additional 
funds by preferred stock, should careful consideration 
of all factors point to the advisability of this method of 
financing. 

Due to current low interest rates, preferred stock of 
high caliber investment quality may be issued at rela- 
tively low dividend rates. Moreover, as it would be pos- 
sible to invest the proceeds of such a stock issue, the 
net difference between the yield on the new money and 
the dividend requirements would be a very small burden. 

This method of financing has several other advan- 
tages. Should the big increase in volume prove only 
temporary, it would be possible to retire the preferred 
stock as volume declined and as the need for additional 
capital funds diminished. Should premium volume con- 
tinue at a high level, the preferred stock could be retired 
by increasing common shares at a more advantageous 
time or by gradual retirement out of earnings through 
purchase in the open market or by sinking fund. 

Whether additional funds are made available through 

(Continued on page 64) 
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TEXAS CITY REPORT 


HE results of an extensive inves- 

tigation of the part played by the 
oil refinery and chemical industry 
installations at Texas City in the 
disaster there on April 16, 1947, 
have been announced by Fred O. 
Clark, President of John G. Sim- 
monds & Company, Inc., one of the 
largest underwriters of oil refinery 
insurance. 

“When this disaster 
stated Mr. Clark, “involving as it 
did tremendous loss of life and prop- 
erty damage in the chemical and oil 
installations at Texas City, we im- 
mediately directed George Armis- 
tead, Jr., consulting chemical engi- 
neer of Washington, D. C. to make 
a thorough investigation as to what 
responsibility the oil and chemical 
industries had for the catastrophe, 
or whether they suffered only as 
innocent bystanders. Many alarming 
statements had appeared in the press 
tending to make these installations 
responsible for this disaster. We 
felt that since oil and chemical in- 
stallations are located in many port 
areas as well as other populous 


occurred,” 


centers, is was in the public interest 
to bring out with complete imparti- 
ality and clearness the extent to 
which they were involved at Texas 
City.” 

Mr. Armistead’s report has now 
been completed. On the basis of 
extensive investigation of conditions 
in the area, interviewing of witnesses 
and study of the record of the U. S. 
Coast Guard hearings, it is his re- 
port that neither the oil nor chemical 
industries can be held responsible for 
this disaster. The cause was wholly 
from the explosions of the two 
cargo vessels which both disinte- 
grated at the Texas City docks 
within about 16 hours of each other. 
These ship blasts appear beyond rea- 
sonable doubt to have resulted from 
the detonation of ammonium nitrate 
caused by fire. 

It is true that intense fires immedi- 
ately resulted in oil and chemical 
plants as direct results of the ship 
explosion. Such fires spread some- 
what and wrought some of the de- 
struction to life and property. There 
was no evidence of “explosions” of 
such properties effecting destruction 
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outside their limits, although a few 
instances of vessel failures were ob- 
served which had very localized con- 
sequences. No explosive substances, 
in the usual sense of ordnance ma- 
terials or the like were found to have 
been employed in the oil or chemical 
plants nor were there indications of 
detonations of such materials within 
the devastated properties of those in- 
dustries at Texas City. 

Mr. Armistead pointed out that it 
is manifestly impractical to consider 
building large industrial installations 
such as chemical plants or oil refin- 
eries which would withstand such 
terrific punishment as the detona- 
tion of 1000 tons of ammonium ni- 
trate within a few hundred feet. 
Petroleum and its derivatives natu- 
rally can be ignited and will burn, 
which is the reason for their princi- 
pal usefulness to society. Terrific 
concussion and the hurling of heated 
missiles into chemical processing, oil 
refinery and storage areas handling 
these combustible materials occurred 
from the ship explosions. Under 
such conditions, casualties and fire 
are unavoidable. The only practical 
protection against such disasters is 
the safe handling of large quantities 
of explosive materials such as am- 
monium nitrate. 


The report stated that the im- 
mediate devastation including loss of 
life from the first ship explosion on 
April 16th was so great that organi- 
zation for fire fighting was second- 
ary to rescue work. Some idea of 
the intensity of the ship explosions 
can be gained from the fact that a 
number of missiles, each weighing 
several hundred pounds, were found 
about two miles from the ships and 
more than a dozen oil tanks were set 
on fire by flying fragments at various 
locations up to a mile distant from 
the ships. One of ships which ex- 
ploded at night showed a large num- 
ber of fragments to be incandescent. 
The water under one of the ships 
which had been 35 feet deep was 
found to be 65 feet deep after the 
explosions. 

As to the paramount question con- 
cerning prevention of such disasters 
in the future, Mr. Armistead’s re- 


port calls for immediate and ep. 
forced revision in the handling pro- 
cedures for ammonium nitrate ferti- 
lizers in the form being shipped 
through Texas City to foreign coun. 
forms 
n nitrate 
inconsistent history as to 


tries, as well as other similar 
of this chemical. Ammonii 





has an 
resistance to fire and explosion, jn 
some cases having been involved in 
explosions more destructive than at 
Texas City and in others, having 
burned up without unusual results, 
The mechanism and controlling fac- 
tors in the Texas City explosions are 
not fully known. There is no ques- 
tion, however, but that the particular 
material at Texas City did explode 
in two successive instances and dem- 
onstrated its deadly characteristics, 
when concentrated in large bulk 
quantities in certain wavs. There 
should be no reluctance: on the part 
of official agencies, manufacturers, 
shippers and others to classify this 
material not simply as an “oxidizing 
h explosive 
under the 
The report 


material’ but as a_ hig 
when exposed to fire 
Texas City conditions. 
recommended the establishment and 
enforcement of proper handling pro- 
cedures under the supervision of 
recognized agencies who have good 
records in dealing with explosives 
such as the U. S. Coast Guard and 
others. It suggested the undertaking 
of an adequate research program 
into the fundamental properties 
affecting safety of handling of am- 
monium nitrate, because of the im- 
portance to agriculture. 

Mr. Clark stated that he was hope- 
ful that the factual investigation 
made which is reported in a volume 
of approximately 100 pages of maps, 

detail storage tank 
equipment condition 


tabulations of 
and process 
data, photographs and other techni- 
cal information, would be useful to 
industry and would lead to prompt 
and effective efforts being taken for 
safe handling of ammonium nitrate 
in port areas or its other concentra- 
tion points. 


A limited number of copies of this 
detailed report are available trom 
John G. Simmonds & Co., 111 John 


St., New York 7, N. Y. 
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OK the past two years, we have 

undergone a radical change in 

our thinking and much has been 
written and said on the subject. 
Company managements, agents and 
brokers have studied the problems 
arising out of Public Law 15. Those 
who have given most thought to the 
subject will often admit their ideas 
have changed materially as to regula- 
tion during this period. Many who 
are presently unable to agree are, 
nevertheless, more tolerant of their 
view. This 

However, 


opponent's point of 

trend is constructive. 
much is left to be done, and agents 
can be a real source of help to com- 
panies and to the insurance-buying 
public if they will bend every effort 
towards improved public relations. 


Agent Can Assist 


It is interesting to give thought 
to how the agent can assist. In 
commenting on this point, I am not 
overlooking the many deficiencies in 
the public relations programs of the 
companies, but I do think that some 
good can come from a frank dis- 
cussion of how the agents, repre- 
senting insurance companies, can 
help solve the problems confronting 
our business. During the past 
months, the National Board of Fire 
Underwriters has endeavored to im- 
prove public relations through the 
medium of radio programs. I am 
confident that the percentage of lis- 
teners could have been very much 
greater than it was ff the agency 
forces had recommended to their 
clients that they listen to these pro- 
grams. If programs of this charac- 
ter are worth while, agents are remiss 
in their duty if they fail to call them 
to the attention of their clients and 
Prospects, since a good public re- 
lations program for the industry is 
good for the agent. On the other 
hand, if, after encouraging their 
clients and prospects to listen to such 
programs, they find they lack appeal 
and do not improve relations be- 
tween the business and the public, 
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Insurance Companies 


the agent’s advice on this point 
would be very much more valuable 
than a test check under a Hooper 
or similar poll. The advice of a few 
agents on such a point is valueless, 
yet the advice of many agents is 
of inestimable value. 


An Intelligent Defense 


Some agents encountering public 
criticism of new policy forms or 
rates frequently blame some nebu- 
lous organization for the situation. 
In this respect, agents are no differ- 
ent than many company nen. It is 
a serious mistake in public relations 
for an agent to hide behind the reg- 
ulations of organizations of which 
his companies are members and 
criticize those organizations for their 
failure to do things. In fact, it may 
be that by careful study, he would 
learn there were justifiable reasons 
for the condition existing that is 
being criticized. It is much easier 


to blame some impersonal bureau 
for a rate or requirement, than it 
would be to defend the rate or rule 
in the presence of a critical client; 





OUR BUSINESS 


yet, when an agent fails to defend 
the business under 
attack, he is lowering its standing 
with the public particularly if he 
joins in the attack. In the interest 
of sound public relations and a 


aggressively 


sound business, it is essential that 
we, company men, and agents ana 
lyze conditions existing in our busi 
ness so that we can defend them in 
telligently or offer a constructive 
alternative to what we consider is an 
unsound program. Only by doing 
this can we improve our business. 


Over-Capitalization 


From time to time, we hear that 
fire companies have not been making 
full use of the capital invested in the 
fire insurance business. I am frank 
to say I do not know how anyone 
can arrive at such a conclusion. In 
my experience, I have encountered 
but one theory as to whether or not 
a fire company is using its funds 
fully in the insurance business, and 
that is the “Kenney 
theory,” under which it is said that 
a company having an unearned pre- 
mium reserve equal to its policy- 
holders’ surplus should begin to 
“stop, look and listen.” If this yard- 
stick is used, 1946 figures will indi- 
cate a great number of very fine 
companies should long since have 
“stopped, looked, and listened,” and 
yet there are a number of companies 
whose situation is seemingly so much 
on the conservative side,- it would 
appear that a charge of failure to 
use fully the invested capital might 
be made. Does this mean that those 
companies which have a less than 
one-to-one ration are in danger and 
the others are not. carrying their 
share of the burden? Certainly not. 
There is no substitute for intelligent 
management, and the management of 
each company must use its judg- 
ment as to the amount of business it 
should write. If agents keep this 
clearly in mind, they will do what is 
done in almost any other line of 

(Continued on the next page) 


so-called 
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Our Business—Continued 


business, and that is, judge the man- 
agement of company groups on the 
basis of their record rather than on 
the basis of theory. 


Three-Way Squeeze 


During the past months, all com- 
panies have been subjected to what 
is commonly referred to as the 
“three-way squeeze.’’ Squeeze num- 
ber one is the rapidly-increasing pre- 
mium volumes that necessitate sub- 
stantial increases in unearned 
premium reserves; squeeze number 
two is the high loss ratios that re- 
quire the expending of tremendous 
sums to compensate assureds for 
losses which are occurring daily ; 
squeeze number three is the declin- 
ing stock market. 

I am sure you will agree that if 
the so-called ““Kenney theory” were 
applied, many companies which 
were conforming to a sound pattern 
under that theory yesterday might 
not be to-day. Inherently there 
would be nothing unsound in their 
operations, provided, of course, the 
classification of business written is 
properly distributed, reasonable net 
lines retained, and adequate catas- 
trophe covers carried. Agents may 
hear more on this subject from pur- 
chasers of insurance in the coming 
months; therefore, it would be well 
for them to clarify their thinking 
with respect to each of the compa- 
nies represented by them. Fortified 
with such knowledge, they can be of 
real service to their clients, their 
companies, and to the insurance in- 
dustry. 


Rate Increases 


I have no doubt that the public, 
agents and company managements 
are all conscious of the fact that we 
cannot operate the insurance busi- 
ness effectively unless we make it 
sufficiently attractive to capital. Ob- 
viously, the underwriting record of 
the companies in the recent past 
would not normally attract capital 
and, equally obviously, there is a 
definite need for increased rates gen- 
erally. An increase in rates is not 
easily obtained, first, because of the 
natural hesitancy on the part of 
companies to raise their rates in a 
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period when they feel a trend may 
be temporary and, further, because 
of the necessity of many weeks’ 
study by committee members, who 
must, in turn, frequently report to 
senior committees, which likewise 
must give the subject most careful 
study. During all these discussions, 
the position ot the public and agents 
is not lost sight of, with the result 
the new rates are often rather thin. 
ln some states, it is then necessary 
to present the case for increased 
rates to the Insurance Department 
of the state involved, so that when 
rates are finally promulgated, they 
have been most thoroughly reviewed. 


Attitude of Commissioners 


For a number of years, reductions 
in rates have been more or less hori- 
zontal, with the result many rates 
to-day are completely inadequate 
and others excessive. You will note 
| have referred to “reductions in 
rates,” since increases for many 
years prior to 1945 were practically 
unknown. It was gratifying to me 
to read that Mr. Dineen, Superin- 
tendent of Insurance for the State 
of New York, said, “Speaking for 
the New York Insurance Depart- 
ment, it is our philosophy that the 
rate structure should be responsive, 
flexible, and geared, to the extent 
possible, to the classified loss ex- 
perience. There is general accept- 
ance of this principle, I believe, 
among State insurance  depart- 
ments.” If Mr, Dineen has correctly 
sensed the attitude of the Commis- 
sioners of other states, this is a very 
healthful sign. We must, however, 
keep in mind that in bringing about 
a condition of “having the punish- 
ment fit the crime,” as suggested by 
Mr. Dineen, it will take time and 
patience on the part of the compa- 
nies and the Insurance Departments, 
because the errors of the past can- 
not be corrected overnight. In plan- 
ning for the future, I hope the 
Commissioners will not encourage 
an over-refinement of classification, 
which seems to be altogether too 
often done, so that within any one 
class, one or two losses can distort 
the record beyond reason. 

In considering rates, public of- 
ficials cannot overlook the fact that 
in a business such as ours where 
companies are subject to catastrophic 


and contingent hazards, which may 
not take place in any normal period 
used for rate-making purposes, rec- 
ognition for exposures of capital to 
such hazards should be found in the 
potential profits forming a part of 
the rate structure. 


Agency Co-operation 


Now, I wish to comment upon the 
need for agency co-operation when 
upward revisions in rates are neces- 
sary because of experience. Unfor- 
tunately, intimations of increased 
rates have in the past frequently 
been used by agents as an excuse 
for the cancelling and rewriting of a 
tremendous amount of 
Notwithstanding the fact companies 
in all equity should receive the in- 
crease in rates immediately, they are 
defeated from doing so by the acts 
of their own agents. Such action on 
the part of agents may have the re- 
sult of delaying the improvement of 
the insurance companies’ experi- 
ence from three to five years on 
many business. In my 
opinion, this is a very shortsighted 
attitude and not in public interest, 
since in the final analysis, the in- 
come from increased rates is an ad- 
ditional protection to the _policy- 
holder and, therefore, should not be 
deferred. This is particularly true 
to-day when companies are being 
a constantly increasing 


business, 


classes of 


asked by 
number of agents to accept increased 
commitments. 

Obviously, our thinking must be 
most carefully done if we are not 
to defeat the purpose for which in- 
surance was created; namely, to of- 
fer sound indemnity. The less at- 
tractive we make this business to 
investors, the more likelihood there 
is to be greater exposure to policy- 
holders’ surpfus than otherwise, and 
such a result would be a distinct 
disservice to the buying public. 


Agent Participation in Rate Making 


Some agents have indicated a de- 
sire to sit in with company com- 
mittees when rates are discussed. 
3efore pressing for such a privilege. 
it would be well for agents to rec- 
ognize the implications. There are 
many reasons why agents might well 
hesitate to ask for this privilege, 
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ATE regulation is not a pana- 

cea. We all know that many 

factors enter into the success or 
failure of insurance companies. The 
maintenance of an adequate rate 
level is but a single factor. Com- 
panies with adequate rate levels 
have been wrecked by failure to live 
within the margins whith the rates 
provide, or by bad underwriting, or 
by unsound investment policies. 
There can be no substitute for sound 
management, and I know of no in- 
surance regulatory scheme in this 
country which does not recognize 
this principle. 

Although the maintenance of an 
adequate rate level is but a single 
factor in the maintenance of solv- 
ency, it is nevertheless of vital im- 
portance. No management, no 
matter how capable it is, can long 
survive on inadequate rate levels. 
(nd since most of our companies do 
business in more than one state, the 
maintenance of adequate rate levels 
in all of the states in which the com- 
pany does business is of the utmost 
concern. The extension of rate 
regulation places an ever-increasing 
burden upon the individual Commis- 
sioners to think not only in terms of 
their own states but to think in 
terms of all the states in which the 
company or bureau whose rates are 
under review does business. 


State Variations 


Whether or not a company makes 
money in any particular state on a 
given line of insurance depends, of 
course, on a variety of factors. The 
amount which a company pays for 
its business varies from state to 
state. The quality of its underwrit- 
ing may also vary. In the past the 
basic rate level may have been de- 
termined by regulation, by competi- 
tion, or by a combination of both. 
In hearings before the Committee 
on Rates and Rating Organizations 
of the National Association of In- 
surance Commissioners, represent- 
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atives of bureau companies have 
frankly conceded that in order to 
meet competition in some states and 
at some times, bureau companies 
have been forced to sell insurance at 
rates lower than those called for by 
the experience of the bureau. The 
inference is that had the competition 
not existed the higher rate would 
have been charged. This procedure 
may result in a reduced margin of 
profit, no profit, or even a loss, de- 





pending upon the facts in each par- 
ticular case. The loss may be off- 
set by gains in other states where 
conditions more favorable to the 
company prevail or by gains in other 
lines. 

Recently the New York Depart- 
ment conducted a study of a na- 
tional rating organization. This or- 
ganization collected its experience, 
used substantially the same forms 
and promulgated a general rate level, 
all on a national basis. In spite of 
that fact our examiners found in- 
stances where the identical contract 
was being sold at different rates in 
different states because of purely 
local developments unrelated to the 
loss experience. 


In the past each state was a law 
unto itself and the rates charged 
were seldom, if ever, the concern of 
other states. Differences in rate 
levels were attributed to differences 
in coverage, acquisition costs, ex- 
perience, etc. It was frequently said 
that because of these local varia- 
tions, comparisons of rate levels 
were of no value. 


Anti-Discrimination Laws 


The prospective application of the 
Robinson-Patman Act after Janu- 
ary 1, 1948 has given this situation 
a new perspective. That law (Sec- 
tion 13) prohibits “any person en- 
gaged in commerce * * to discrim- 
inate in price between different pur- 
chasers of commodities of like grade 
and quality, * * where the effect of 
such discrimination may be sub- 
stantially to lessen competition or 
tend to create a monopoly in any line 
of commerce.” It also forbids the 
sale of “Goods in any part of the 
United States at prices lower than 
those exacted by said person else- 
where in the United States for the 
purpose of destroying competition, 
or eliminating a competitor in such 
part of the United States; or, to sell 
or contract to sell, goods at unrea- 
sonably low prices for the purpose 
of destroying competition or elimi- 
nating a competitor.” This statute 
also provides, and this is significant, 
that “upon proof being made, at any 
hearing on a complaint under this 
section, that there has been discrim- 
ination in price or services or facili- 
ties furnished, the burden of rebut- 
ting the prima-facie case thus made 
by showing justification shall be 
upon the person charged with a 
violation of this section.” 

It will be noted that the price dis- 
criminations mentioned must be 
such as to lessen competition sub- 
stantially or tend to create a monop- 
oly or to destroy competition or to 
eliminate a competitor. However, 

(Continued on the next page) 
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practically every state in the Union 
now has a statute upon its books 
which prohibits insurance companies 
from promulgating rates which are 
unfairly discriminatory. These stat- 
utes do not provide that in order 
to make a case against the offending 
insurer the complainant must show 
that the rate quoted or used tended 
to lessen or destroy competition, 
create a monopoly or eliminate a 
competitor. It is enough if the dis- 
crimination is unfair. 


Uniform Accounting 


One of the problems in the past 
which has beset those Commission- 
ers who have been charged with the 
regulation of rates has been the ab- 
sence of homogeneity in the figures. 
Commissioners have come to me 
and expressed complete inability to 
compare the figures of competing 
companies and variations in their 
rates, when no two of them kept 
their books upon the same basis. 
The New York Department, acting 
under a special appropriation of the 
legislature for that purpose, has 
established a staff of accountants 
and statisticians who have been en- 
gaged for eighteen months in mak- 
ing an examination of the records of 
various companies in all lines of 
business in order to lay the founda- 
tion for uniform classifications of 
accounts. When that work is com- 
pleted—and it involves further con- 
sultation between the Association 
and the industry—we shall have laid 
the groundwork to facilitate com- 
parisons of the operating results of 
the companies whose rates are under 
review. And I may add in passing 
that uniform classifications of ac- 
counts do not mean the end of com- 
petitive rates. On the contrary, they 
should stimulate a healthy competi- 
tion between companies because 
valid comparisons of details of oper- 
ations should then be possible. 

Those of you who have had ex- 
perience in passing upon rates know 
the problems encountered in at- 
tempts to rate risks by size. That 
certain economies go with size is 
self-evident. The problem is to pass 
on to those large risks the econ- 
omies to which they are entitled 
without at the same time placing a 
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disproportionate burden on_ the 
smaller risks with a resultant unfair 
discrimination. That problem is in- 
extricably interwoven with the de- 
velopment of uniform classifications 
of accounts. If rates are to be made 
properly on a size-of-risk basis, the 
cornerstone of any such effort must 
be uniform 
counts. If all the companies do not 
start from substantially the same ac- 
counting premise, common 
tells us that they cannot conceivably 
arrive at results susceptible of com- 
parison. A committee of your As- 
sociation, under the chairmanship of 
Commissioner Hodges, is working 
on this phase of the problem. 

One of the most baffling features 
of insurance company statements is 
the gain and loss exhibit. I have 
had businessmen who take pride in 
their ability to read a statement and 
who serve as members of the boards 
of directors of fire and casualty 
companies, tell me that they cannot 
interpret an insurance gain and loss 
exhibit. When a man is handed a 
gain and loss exhibit which shows 
that the company has made two mil- 
lion dollars and is told that actually 
the company lost two million dollars, 
or vice versa, he cannot have a very 
high opinion of the basis upon which 
such gain and loss statements are 
computed. Thinking people in the 
business realize that improvement in 
this direction is long since overdue. 
While the Insurance Accountants 
Association has a committee work- 
ing on a revised fire and casualty 
statement blank, it has given no con- 
sideration to a revision of the gain 


x * FIRE * x 


classifications of ac- 


sense 








NEW YORK 


REINSURANCE 





and loss exhibit, or, as it is called 
in the statement, the Underw riting 
and Investment Exhibit. 

Your Association has a sul-com- 
mittee studying the 1921 “Standard 
Profit Formula,” which 
this problem. Representatives of the 
fire insurance industry at the Grand 
Rapids meeting of this Association 
in December, 1945, stressed the ne- 
cessity for the adoption by the states 
of uniform margins for profits and 
conflagrations, pointing out that if 
the states did not adhere with a con- 
siderable degree of uniformity toa 
standard formula, unnecessary con- 
fusion would This conten- 
tion upon the part of the industry 
focused attention upon the 192] 
formula. Impetus fora reconsidera- 
tion of the 1921 formula came from 
another direction. As of May 16, 
1947, fourteen states which had not 
regulated fire insurance rates before 
1944—the date of the 


A. decision—had enacted 


embraces 


ensue. 


June 5, 
>. EE. U. 
rate regulatory statutes for the fire 
insurance business. It is but nat- 
ural that insurance commissioners, 
charged for the first time with the 
responsibility of regulating fire rates, 
would want to review the history of 
the 1921 formula and its applica- 
bility to the fire insurance business 
in the light of present-day condi- 
tions. 

A great deal of water has gone 
over the dam in the quarter of a 
century since the formula was first 
adopted. Any student of the prob- 
lem today would naturally ask: Has 
the formula stood the test in the 
courts? Has it met with the ap- 
proval of the text writers? Has it 
been uniformly accepted, and if not, 
why not? Have changes in the times 
made revision necessary ? 


Lower Interest Rates 


Has the reduction in interest rates 
which has affected all branches of 
the business, necessitated a revision 
in our previous thinking on profit? 
As of June 30, 1921, the national 
debt stood at $23,977,000,000. As 
of June 30, 1946, it stood at $269,- 
422,000,000—over ten times greater. 
Our economists tell us that while 
the national debt remains at this 
level interest rates will continue to 
be low. Is this a factor which should 
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Best’s Fire and Casualty News 











illed 


iting 


‘om- 
lard 
aces 
the 
rand 
tion 
ne- 
ates 
and 
it if 
con- 
toa 
con- 
ten- 
stry 
921 
era- 
rom 
16, 
not 
fore 
the 
cted 
fire 
nat- 
ers, 
the 
ites, 
y of 
ica- 
1€Ss 


1di- 


one 
fa 
irst 
“( yb- 
Has 
the 
ap- 
s it 
not, 
mes 


ates 

of 
sion 
fit ? 
mal 
As 
6 - 
ter. 
hile 
this 
to 
ld 


ews 






OSTILE INDIANS were still at- 

tacking settlers in 1788 when the 
vanguard of forty-eight members of 
the Ohio Company arrived at the 
Muskingum River to establish the first 
officially sanctioned settlement in the 
Northwest Territory. Thus the chief 
concern of these cautious 
veterans of the Revolution 
was to build a fortification 
for the protection of the 
rest of the group and their 
families who were to fol- 
low at a later date. As 
their leader, General Ru- 
fus Putnam, wrote in his 
memoirs, “I was fully per- 
suaided that the Indians 
would not be peacible very Long — 
hence the propriety of imediately erect- 
ing a cover for the Emigrents who 
were Soon expected.” 

As a fortification, the settlers con- 
structed a stockade in the form of a 
hollow square, occupying some eight 
acres, with two-story cabins along the 
sides and blockhouses at the corners. 


CABIN IN 
CAMPUS MARTIUS 





The Father of Ohio 





















General Putnam’s own 
cabin adjoined the south- 
east blockhouse and con- 
sisted of two rooms downstairs and two 
upstairs. His family joined him there 
in November, 1790. 

The settlers named their new town 
Marietta in honor of 
Queen Marie Antoinette; 
for their fortress they 
chose the classical name of 
Campus Martius which 
was taken from the drill 
field of ancient Rome. 

The superintendent of 
the colony was General 
Putnam who had_ been 
chief engineer of the army 
during the Revolution, designer of the 
fortifications at West Point and moving 
spirit in the establishment of the Ohio 
Company. From surviv- 
ing papers it is evident 
that he was required to 
arbitrate all sorts of 
questions, calling for 


humor as well as good FIRE 


judgment. This, for instance, was an 
order on a store tor the relief of a 
bereaved Indian woman: ‘Pleze to 
Deliver the widow of the murdered 
Indian Such goods as she shall chuze 
to wipe away her Tears to the amount 
ot Five Dollars.” 

During the five years of the Indian 
war the residents of Campus Martius 
remained safe from attack within their 
fort. The more daring men ventured 
out to farm, hunt game and scout for 
Indians; some lost their lives in such 
forays but the Marietta people killed 
very few Indians. In the words of 


their General 








The living room today, furnished in the style of Putnam’s period 


so ordered that in the course of the 
War we obtained two Indian Schelps, 
& believe we killed a third.” 

After the war Putnam enlarged his 
cabin in Campus Martius and contin 
ued to make his home there until his 
death in 1824. It stands today in its 
original form in a wing of the Campus 
Martius State Memorial Museum in 
Marietta. Appropriately, the one house 
to be preserved from the state’s early 
days is that of the man who has been 
called the Father of Ohio. 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and ihe 


Homes of American Industry. 


* THE HOME « 
SPrsurance 


Company 


NEW YORK 


AUTOMOBILE + MARINE 
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James P. Metzler Robert J. Metzler 


Graduates of Notre Dame .. . Officers in the Marine Corps... : 
Jim and Bob Metzler are typical examples of the men who attend I 
ZEtna’s Home Office Casualty and Surety Sales Course. Industrious, 
intelligent and personally ambitious, they have produced an outstanding ' 
volume of new business since completing the Sales Course and 

returning to Kansas City. 


Selling Like Sixty 


“When we returned from the Service in 1946 and decided from the Course a thorough knowledge of the various insurance 
to enter the insurance business, we agreed that our success forms but we also learned how to apply this knowledge to the 
depended upon (1) the degree with which we could develop needs of our clients. As a result, we've been selling like sixty. 


our personal contacts; (2) our knowledge of the business; " , : ; 
To any young man entering the insurance business today, 


and (3) our ability to convince prospects that our sincere desire ; Le ee 
; the Sales Course, in our opinion, is a ‘must’. 
was to serve their best interests. 


P. Metzi 
“The Etna’s Home Office Casualty and Surety Sales Course alas oe , 


equipped us to meet these objectives. Not only did we gain Robert J. Metzler 


AATNA CASUALTY AND SURETY COMPANY 





Affiliated with Automobile Insurance Company 


fitna Life Insurance Company [| | Standard Fire Insurance Company 


HARTFORD 15 | @UELDERS | CONNECTICUT 
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FRE enterprise systen 
guards the economic freedom 
of the individual from the dan- 

gers inherent in too great a con- 

centration of private or political 
power. As Attorney General Clark 
recently stated : 

Freedom of enterprise means that 
new firms are free to enter an indus- 
try and that old firms are free to 
leave it. It means that business 
stands on its own two feet and does 
not lean for support on a govern- 
mental clutch. It means innovation, 
change, progress- -with no absolute 
guarantee of security. And finally, 
it means competition, with each firm 
acting independently. 

Often, businessmen merely render 
lip service to economic individualism. 
Too frequently they have been un- 
willing fully to accept its results 
and implications. Freedom of enter- 
prise has been interpreted as mean- 
ing freedom from competition, not 
freedom to compete. Private re- 
straints and governmental aid have 
been enlisted to avoid risk and gain 
security, to acquire profits without 
risk of loss, to remain private with- 
out being enterprising, to combine 
some benefits of competition with 
those of a controlled economy. 


Antithesis of Competition 


The antithesis of our competitive 
system is State ownership and gov- 
ernmental control. Abandonment of 
free and competitive enterprise leads 
to government domination of busi- 
ness. We have seen bitter examples 
of this in other countries. Where 
competition was crushed by State 
monopolies or by the private mo- 
nopolies which preceded them, living 
standards have deteriorated steadily. 

Dictators, kings, czars and em- 
perors have not solved the funda- 
mental social problems of the world. 
That has best been done by the 
people themselves, in lands where 
they have had individual liberty to 
establish their own political and 
economic freedom. 
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Here in America there is 
tition at all levels and from all direc- 
tions. Geographic areas, industries, 
corporations, new inventions and 
people,—all compete one with the 
other. In insurance, mutuals, recip- 
rocals and capital stock companies 
vie with each other for the insurance 
buyer’s acceptance. 


Competition Within Rules 


American competition is tough, 
but it is not without rules. While 
many of these rules are unwritten, a 
number of broad principles have been 
framed in law. For example, the 
American conviction that competi- 
tion is a good thing finds expression 
in the Sherman Act. The Clayton 
Act, the Federal Trade Commission 
Act and the Robinson-Patman Act 
are other instances of rules of fair 
play in our system. 

The antitrust laws exemplify the 
theory and practice of competitive 
action in a free market. They guar- 
antee the right to start a legitimate 
business, to put ideas and money 
together, to take a chance on making 
money or losing it, to supply a new 
service, without interference from 
others. These laws place no burden 
of restriction upon enterprise .and 
involve no plan of government reg- 
ulation or control of business. They 
prohibit only the exercise of power 
to restrict the market, and stand for 
the principle that acts which prevent 
free access to the market injure the 
economic interest of all. 


Purpose of Moratorium 


As I see it, the moratorium 
granted by Public Law 15 has two 
basic purposes. First, certain prac- 
tices, such as combined rate making, 
are regarded by some as integral to 
the operation of parts of the busi- 
ness. Where the States agree with 
















United 


this concept, they are 
assume the responsibility for st 
practices by affirmative regulation 
and controls designed to protect the 
public interest. This does not, how 
ever, mean the continuance of a 
system of private regimentation 
under a cloak of State protection. 
Nor is Public Law 15 a declaration 
that the States can establish islands 
of immunity from the antitrust laws 
for the furtherance of private group 
interests. Second, the moratorium 
affords the various branches and 
groups within the industry an op- 
portunity to undertake the orderly 
correction and elimination of re- 
strictive practices, rules and regula- 
tions. 

With respect to both State action 
and industry action, it seems clear 
that the only course to be followed 
is that which will preserve both 
sound industry practice and freedom 
for competition. 


Rating Problems 


As most of you know, the major 
emphasis since the passage of Public 
Law 15 has been laid on the rating 
problem. A committee representing 
a number of elements of the industry 
has worked diligently with the Na- 
tional Association of Commissioners, 
and has presented for the consider- 
ation of State legislatures a proposal 
known as the “All Industry Bill.” 
Some four or five other versions of 
rating bills have been prepared by 
groups which disagree with the 
tenets of the All Industry Bill. 

It is interesting to note that, while 
there are wide differences between 
these proposals, the proponents of 
each claim that their bill is the best 

(Continued on the next page) 
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Insurance Moratorium—Continyed 
answer to Public Law 15 and to the 
problem of preserving freedom of 
competition in insurance. As I read 
the professions of each group; I ¢an- 
not help but be reminded ‘of* the 
story of the two Bishops in London 
who had well known for 
their violent disagreements pro- 
nounced from the pulpit. 
at an important dinner, the two were 
seated side by side. At first both 
were exceedingly uncomfortable. 
Then one Bishop whispered to his 
reverend neighbor : 

“My Lord 
occasion to reveal our disagreements. 
Let us behave in a manner fitting to 
our rank.” 


bec« me 


sy chance, 


sishop. This is no 


This generous overture was immedi- 
ately accepted by the other as fol- 
lows : 

“My Lord Bishop. I heartily con- 

cur in what you say. After all, we 
are both serving God. You in your 
way, and | in God’s way!” 
So it is with these bills. While they 
differ widely in content and concept, 
the sponsors of each would have us 
believe that their bill is the way to 
the Promised Land. 


Acceptance Discretionary 


The acceptance of any one or 
none of these bills is, of course, 
a matter solely within the discretion 
of the respective States. It is to be 
hoped, however, that the democratic 
processes of State government will 
ultimately achieve that answer which 
is most compatible with free com- 
petition in the insurance business. 








SINCE 1925 


INLAND AND OCEAN MARINE 
FIRE-AUTOMOBILE 
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"As I haye already indicated, there 


fis’ dnother’ job to be done duririg 


the moratorium period. That is the 
work of self-prophylaxis by the in- 
dustry. It must be remembered that 
Publi¢ Law 15 grants no special 
ptivileges to private persons or or- 
ganizations, Intimidation, boycott 
and coercion have no sanction what- 
soever at any time. And, after Jan- 
uary 1, 1948, insurance practices not 
specifically regulated by the States 
must be measured against the anti- 
trust laws. 

Insurance agents and their organ- 
izations have long been an important 
part of the competitive aspect of 
the insurance business. It is to the 
agent that the buyer of insurance 
looks for advice and guidance. The 
agent is astride the channel of inter- 
state insurance distribution. It is the 
obligation of agents’ organizations 
to maintain this channel free from 
obstruction. 

The organization of agents into 
associations for the furtherance of 
legitimate common objectives is, 
of course, not subject to condemna- 
tion under the Sherman Act. It is 
the natural tendency of men with 
interests in common to organize into 
groups. Such groups in all walks of 
life can promote a’better understand- 
ing of the relation of individual in- 
terests to common interest. They 
can be a powerful force in further- 
ing the democratic process and the 
principles of a free economy. 

Where the objectives of coopera- 
tion are to eliminate waste and con- 
fusion, to increase education regard- 
ing better methods of business, to 
raise standards of business ethics, 
to’ secure adequate presentation of 
industry problems before govern- 
ment and the public, to supply in- 
formation for the formulation of 
better business judgment ; then these 
activities are in the public interest. 


Violations of Anti-trust Laws 


But insofar as the activities of 
agents are part of the stream of 
interstate commerce, or affect that 
commerce, they should avoid group 
activities, rules or practices which 
hamper free operation of the insur- 
ance market or free access to that 
market. 


* 326 U. S. 1 (1945) 


There “are numerous decisions 
holding as violations of the anti- 
trust laws, attempts on the part of 
members of a trade group to con- 
trol, restrict or dictate the channels 
of distribution of commodities or 
services, or to classify the trade so 
as to prescribe persons with whom it 
is, or is not permissible for members 
to deal. Such concerted efforts have 
been held to transgress not only the 
Sherman Act but the Federal Trade 
Commission Act as well. Restraints 
of trade in this field involve attempts 
to force commodities or services to 
flow in particular channels of distri- 
bution. 

When reduced to a legal analysis. 
such concerted action on the part of 
members of an industry group is 
seen to be a form of restraint of 
trade designed to exclude outsiders 
from the market. By their very 
nature they are unlawful and may be 
placed in the same category as agree- 
ments to fix prices, limit production, 
or divide territory. 


Primary and Secondary Boycott 


Nor do the cases decided by the 
Supreme Court appear to distin- 
guish between a primary boycott or 
refusal to deal, and a secondary boy- 
cott or inducing third persons not to 
deal. I quote the language of the 
Supreme Court in the Associated 
Press Case: * 

It has been argued that the re- 
strictive By-Laws should be treated 
as beyond the prohibitions of the 
Sherman Act, since the owner of the 
property can choose his associates 
and can, as to that which he has pro- 
duced by his own enterprise and 
sagacity, efforts or ingenuity, decide 
for himself whether and to whom to 
While it is true 
in a very general sense that one can 


sell or not to sell. 


dispose of his property as he pleases, 
he cannot “go beyond the exercise 
of this right, and by contracts or 
combinations, express or implied, 
unduly hinder or obstruct the free 
and natural flow of commerce in the 
channels of interstate trade.” 

The Sherman Act was specifically 
intended to prohibit independent 
businesses from becoming “associ- 
ates” in a common plan which is 
bound to reduce their competitors 
opportunity to buy or sell the things 


(Continued on page 86) 
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UCH is being said and writ- 
Public Relations 


these days. Some of it is good 


ten about 


sense. Some of it is chatf. Elaborate 
charts and plans are being drawn up. 
Some of these show how a company 
or an industry can better its relation- 
ships with its customers, employees 
and the public at large. Others 
merely confuse and confound us. For 
myself, the words “Public Relations” 
are sometimes confusing. | would 
prefer to talk about “Public Under- 
standing” instead. And let us avoid 
those engaged in public relations 
work who are prone to complicate 
what is really a simple problem by 
dressing it up in impressive, but 
meaningless, verbiage and surround- 
ing it with elaborate, but useless, 
paraphernalia. 

As I see it, the problem facing 
any individual, business concern or 
industry that wishes to have the pub- 
lic think better of him or it, can be 
stated very simply. The problem can 
be stated in fifteen words—and those 
words are: 

“Do a good job at a fair price; let 
the public know you're doing tt.” 

In my opinion, action comes be- 
fore words; but action alone is not 
enough. It takes the public too long 
to learn about good services or a 
good product if each person must 
learn by first-hand experience. Do 
the job as it should be done—and 
as you do it, let the public know 
what you are doing. 


The Responsibility of All 


Promoting a better understanding 
of the insurance business in the 
minds of the public is not the re- 
sponsibility of the agent alone. It is 
aresponsibility shared by agents and 
companies. As a matter of fact, it 
$a responsibility shared by every 
Person engaged in the insurance 
business, whether he be agent, 

oker, rating expert, safety en- 
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by ESMOND EWING 
Vice President, 
The Travelers 


gineer, salaried field man or member 
of a home staff. Jesse W. 
Randall, president of the companies 
with which I am associated, recog- 
nized this and stated it very suc- 
cinctly in one of his messages to 


office 


members of The Travelers organi- 
zation, 

“I believe that one of the main 
objectives of every member of the 
organization—whether he or she be 
an agent or a salaried employee— 
should be to make more and better 


friends for the companies. If you 





can do that, I’m not worried about 
increases in the incomes of our rep- 
resenfatives nor about growth in 
volume of the various lines of in- 
surance we write.” 

Needless to say, any action which 
makes friends for any particular in- 
surance company, makes friends also 
for the insurance business as a 
whole. And, unfortunately, the re- 
verse is true. Any action which 
makes an enemy for any particular 
company is very likely to make an 
enemy for the entire insurance busi- 
ness. 


Promoting a friendly understand 
ing of the insurance business in the 
minds of the public is perhaps a 
more pressing responsibility for men 
in the front line of the 
sales force than it is for the under- 
writer, actuary or clerk back in the 
home office. For two reasons. 


insurance 


First, 
because they have many more con- 
tacts with the public than does the 
employee in the home office, and 
second, because they stand to gain 
or lose by the success or failure of 
the efforts to create a more friendly 
understanding of the business in the 
minds of the public, sooner than 
does the man at the home 
Notice I qualified that statement by 
adding the word “sooner.” Every- 
one in the insurance business stands 
to gain by a friendly and sympa 
thetic attitude of the public towards 
the business. Everyone in the busi- 
ness stands to lose by a hostile public 
sentiment. But the men in the sell- 
ing end of the business will gain or 
suffer first. Commissions adjust 
themselves to conditions more 
quickly than do salaries. 


office. 


What Have the Companies Done? 


If it’s the responsibility of every- 
one in the insurance business to help 
to create a friendly public sentiment 
toward the business; what have the 
companies done about it? I want 
to list some of the things the com- 
panies have done and are doing, be- 
fore I mention what the agents have 
done and suggest what more they 
might do. 

Now, in my opinion, one of the 
best ways to make friends is to avoid 
the which make enemies. 
Some people may call this a nega- 
tive approach ; but if all the nations 
of the world would adopt it, we 
could forget about such things as 
atom bombs, rockets and the other 
terrible weapons the employment of 


actions 


(Continued on the next page) 
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Public Understanding—Continued 


which in some future war might well 
destroy our civilization. 

In past years I believe that far 
more enemies were made by the in- 
surance companies for the insurance 
business by the things they did not 
do, rather than by the things they 


did. And nine out of ten of those 
sins of omission were failures to 
pay when or what the claimant 


thought should be paid. But, in the 








overwhelming majority of those 
cases in which insurance companies 
did not pay when insurance buyers 
thought they should pay, the com- 
pany was not obligated to pay by 
the terms of its contract. 


An Example 


I shall give you an example of 
the kind of misunderstanding to 
which I refer—and also of the steps 
taken by the companies to eliminate 
this cause of public ill will. 


HIGHNGNES  tnourance tistory 


BIRTH OF A GREAT ORGANIZATION 


While New York was still New Netherland, its first fire company 
was organized. It was composed of a night patrol of 8 men, its 
apparatus consisting of 250 leather fire buckets, 12 ladders, and 
a few hooks and poles brought from Holland. In 1731 a room was 
fitted up in City Hall, and in it were kept two hand fire-engines, 
imported from England. Five years later the first engine-house was 
built on Broad Street, and 10 Ibs. a year was paid to Jacobus Tink 
to keep the apparatus in order. In 1737 a regular Fire Department 
of 25 men was organized. From this simple beginning sprang 
New York’s present great fire department which for so long has 
exchanged mutual benefits with the city’s fire insurance industry. 


The National Union and Birmingham Fire Insurance Companies 


have been constantly aware of the value of careful attention to 
small matters —so many of them grow into big affairs later on. 


NATIONAL UNION 
and BIRMINGHAM 


FIRE INSURANCE COMPANIES 


PITTSBURGH 





PENNSYLVANIA 








Under the laws of many states, 
the liability of an automobile owner 
to a guest in his car is different in 
degree from his liability to pedes- 
trians or occupants of other cars, 
A pedestrian can be guilty of a 
certain degree of contributory negli- 
gence—and still manage to collect 
damages from the automobile owner 
who hits him. But, in many 
a driver must be proved to be guilty 
of gross negligence before a guest, 
who was injured while riding in his 
car, can collect damages from him 
for his injuries. 
was aware that the driver was drunk 
or was driving carelessly, before the 
accident occurred—and did not get 
out and walk, he was assumed to 
have voluntarily accepted the risk, 
and that made him ineligible for 
damages. 


states, 


Also, if the guest 


Legal Jargon 


All this legal jargon about the 
ditference between ordinary negli- 
gence and 
about voluntary exposure to unnec- 
essary danger, did not mean a thing 
to the average automobile 
Probably he had never even heard 
of it—and if he had, he did not un- 
derstand it. 


gross negligence and 


owner. 


But—he invited a friend or neigh- 
bor to ride home with him on an 
icy day. His car skidded and hit a 
tree. His friend was taken to the 
hospital. The bills amounted to 
three or four hundred dollars. He 
felt morally responsible for this 
heavy expense and told his friend: 
“Don’t worry. I’m insured.” 

Then he told his insurance com- 
pany about it—and the insurance 
company told him through its ad- 
juster: “We regret we cannot pay 
since there is no liability.” 

When the automobile 
heard this, he was not only disap- 
pointed but indignant. He asked 
himself ““What good is this insur- 
ance if it doesn’t pay when I have 
an accident? For what have | been 
paying premiums these many. years, 
if a friend of mine can’t collect a 
few hundred dollars after he’s hurt 
in my car? Insurance companies 
are robbers! The small type on the 
inside of their policies contradicts 
the large type on the front of them. 
And another enemy for the insur- 
ance business was made. 


owner 
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The Solution 


What did the companies do to 
correct this situation? They devel- 
oped the medical payments plan, 
which, for a small additional pre- 
mium, covers everyone who rides in 
an owner's car up to $500, $1,000 
or more for medical, surgical and 
hospital expenses arising out of any 
injury sustained in that car, regard- 
less of liability. 

This is the intelligent way of deal- 
ing with an embarrassing problem. 
Not only does it eliminate most of 
those troublesome guest claims ; not 
only does it create good will by pay- 
ing the medical bills if the owner 
or members of his family are in- 
jured while in that car; but it en- 
ables both the company and the 
agent to make a profit out of doing 
It. 


Outside Coverage 


But medical payments is only one 
example of many moves which the 
companies have made to eliminate 
misunderstandings and friction in 
recent years. They have added the 
10 per cent outside coverage on 
dwelling house and household pos- 
sessions fire forms. Now, if an in- 
sured has stored some of his furni- 
ture in his garage—and his garage 
burns up, the loss is covered up to 
10 per cent of the insurance he 
carries on his household possessions. 
If he loses his baggage in a hotel 
fire, there’s no wondering why the 
agent didn’t do something about it. 
It is covered up to 10 per cent of 
his insurance on the contents of his 
home. 





The addition of outside coverage 
to residence burglary insurance is 
another of these moves that help to 
eliminate uninsured losses with their 
subsequent recriminations and mis- 
understandings. The development 
of the comprehensive personal lia- 
bility is still another. Under that 
form, there’s no room for argument 
as to whether the dog was this side 
of the boundary line or that when 
he took the seat off the milkman’s 
trousers. The milkman is entitled 
to a new pair at the company’s ex- 
pense, because, under the compre- 
hensive form, the insurance follows 
the dog wherever he goes: provided 
that he doesn’t chase the milkman 
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beyond the limits of continental 
United States and Canada and New- 
foundland. Similarly, the new broad 
forms of burglary insurance, the 
elimination of certain aviation re- 
strictions in accident policies, the 
combining together of such hazards 
as windstorm, explosion, damage by 
falling aircraft and others into the 
convenient and inexpensive ex- 
tended coverage package are other 
moves made by the companies in 
recent years designed to make 
friends and avoid making enemies. 





The GENERAL ACCIDENT and 
POTOMAC are staunch supporters of 
the American Agency system and 
protect their agents and brokers by 
adhering strongly to the position 
that no business will be written 
except through properly licensed 


agents and brokers. 


Ask the representatives of these companies 











Taken as a whole, I think the 
companies have measured up to the 
first part of my formula. They are 
doing a good job at a fair price. 
They are giving the insuring public 
more protection for each dollar it 
spends in premiums. They have 
eliminated many points of friction 
and many causes of misunderstand- 
ing within the past ten years. 

But what about the second part 
of the formula: “Let the public 
know you are doing it?” 

(Continued on page 56) 
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Rum by a young man how to become a successful merchant, Ama- 
turus, the seer, replied: “Why, son, let me tell you the story of the 
queen who desired a lapis lazuli to match her lovely eyes. 

“She commissioned four of her subjects to find such a gem. The first 
was a relative. The second was a friend. The third was a court hanger- 
on. The fourth was what you aspire to be—a merchant famous for his 
knowledge of precious stones. 

“Which, think you, obtained the finest lapis lazuli?” 

Yes—true indeed. The man who knows his business is best able to 
serve others successfully whether the matter be the selection of jewels 
or of insurance. 

... Agents of the National Fire Group 
companies know insurance. 
—D. S. Butler 
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by HUGH McM. RUSS 
Member of the Buffalo Bar 


“In Trust 


LD as is the history of the 

so-called “trust and commis- 

sion” clause, a study of the 
subject reveals that the progeny was 
conceived in the union of an under- 
writer and broker, that the labor 
pains are usually attended by an ad- 
juster as midwife, but that the rec- 
ord of the birth is filed, and the 
name of the baby is designated and 
selected, not by the relatives or the 
attendant midwife, but by the courts 
and lawyers of the state of nativity. 
Thus, as would be the case in any 
instance of vicarious naming, even 
the relatives can assert no right for 
the sponsoring of the name, nor the 
future care of the infant. 

To understand the “trust and com- 
mission” clause and its relation to 
fire insurance, the subject must be 
approached from various angles. 
Consideration must be given to the 
necessity for the clause (including 
the economic conditions that create 
this necessity), the usages or cus- 
toms of a trade or business, the cor- 
relation between these as related to 
the business of fire insurance, the 
purposes sought to be accomplished 
and the care with which these may 
be reached, and finally to the court 
interpretations which have attempted 
to construe objectively the relation- 
ship and contracts without the ad- 
Vice or assistance of the insurance 
companies themselves. 

The need of insurance companies 
recognizing these elements is ob- 
vious. Any consideration of modern 
business, certainly as the same has 
developed over the past century, 
spotlights the bailment relationship. 
The law of bailment has for years 
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and On Commission” 


guided railroads, warehousemen and 
innkeepers. Of later years it has in- 
cluded truckers, furriers, cleaners, 
dyers, jewelers, garages, parking lots 
and innumerable other processors 
and servants of our modern compli- 
cated living conditions. Fire insur- 
ance must of necessity keep abreast. 
Thus, the “trust and commission” 
clause represents the attempt of this 
industry to recognize and serve the 
manifold business needs of today. 


Bailee Problems 


An analysis of the situation con- 
fronting a fire insurance company 
by virtue of the bailor—bailee rela- 
tionship stresses the importance of 
appreciating the elements to be in- 
cluded in order to effect adequate 
coverage. It should be borne in 





mind that the claimant under a fire 
insurance policy is the assured of the 
company and not a third person as 
is the case with liability insurance. 
It would seem, therefore, that the 
third person under a “trust and com- 
mission” clause is entitled only to 
secondary consideration. The pri- 
mary consideration must, and should 
be, the named assured. Conceivably 
three main objectives are presented 
from an insurance viewpoint. First 
and primarily, the assured should be 
covered for his own property, in- 
cluding his interest in the property 
of others in states which have not 
adopted the interest policy. This, of 
course, is property insurance. Sec- 
ondly, he may desire coverage for a 
customer who is without insurance 
himself. Again, property insurance. 
Thirdly, protection may be sought 
for damage to or loss of property 
for which the assured is liable. This 
is essentially liability insurance. A 
clear understanding of the charac- 
ter of these factors is essential in 
the approach. 

The court decisions may be classi- 
fied upon an interpretation of the 
kind of coverage that the particular 
court said was effected, regardless 
of the intent of the framers of the 
clause to provide a different kind of 
coverage. Since the insurance policy 
is a contract, it is of the utmost im- 
portance that there be at the incep- 
tion a real and actual meeting of the 
minds as to the essential terms. 
Nothing should be left to chance or 
an “understanding.” In contracts it 
is the “understandings,” nebulously 
phrased or omitted, that lead to hard 

(Continued on the next page) 
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court decisions and actual “‘misun- 
derstandings” between the company 
and its assured. 

While the twofold distinctions of 
property and liability insurance on 
the surface seem apparent even to 
the man on the street, nevertheless 
the doubt that has arisen in the past 
under the “trust and commission” 
clauses has been created by a con- 
fusion of these two phases, and, 
from a lawyer’s viewpoint, because 


of a lack of an actual meeting of the 
minds at the time that the policy was 
written. Thus, there is no problem 
in regard to property insurance until 
it is sought to include the property 
of others. The liability portion of 
the coverage, however, lends itself 
immediately to judicial construction. 

No consideration need be given 
here under the property insurance 
portion of the clause in so far as the 
character of the assured’s or the cus- 
tomer’s property is concerned. Our 
problem in regard to this portion 
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arises from the lack of a meeting of 
the minds, and from a miscompre- 
hension on the part of the assured 
or his customer as to what, if any, 
property coverage has been effected. 
In other words, any question on this 
phase is the proximate result of the 
coverage itself. On the other hand, 
the liability portion of the clause 
creates the problem immediately by 
the wording of the coverage clause 
itself. The courts have interpreted, 
confined and restricted the very 
word “liability” that is the essence 
of the clause. 

Although all authorities in dis- 
cussing a bailee’s liability state cate- 
gorically that there are two grounds 
—either contract or tort—which may 
render a bailee liable to the bailor, 
the tort liability itself may be broken 
down into two classes. The bailee 
may be liable to the bailor either be- 
cause of negligence, or because of a 
deviation. A deviation may be de- 
fined as being an act of a bailee with 
regard to the goods which is con- 
trary to or exceeds his authority. 
This principle, of course, has its 
analogy in modern business when 
furriers, dry cleaners and other mer- 
chants forward goods to a second 
agency for processing without the 
knowledge or consent of the cus- 
tomer. This may be either of the 
bailee’s own volition, or in accord- 
ance with a claimed or usual busi- 
ness custom. 


Liability Feature 


The obvious intent of the liability 
feature of the “trust and commis- 
sion” clause is to protect the assured 
against claims of customers. How- 
ever, disregarding the actual intent 
of the early framers of the clause, 
the courts stepped in and converted 
the liability clause into straight prop- 
erty insurance for a person or per- 
sons not named in nor contemplated 
by the coverage. Thus, the chrysalis 
of the liability clause became the but- 
terfly of a windfall to a stranger to 
the policy. 

The trend was probably estab- 
lished in the case of Utica Canning 
Company vs. Home Insurance Com- 
pany, 132 A. D. 420, which was de- 
cided by a New York court in May, 
1909. In this case, although the 
word “liability” was not directly in- 
volved, the court held that the 
phrase “in trust or on commission of 
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sold but not removed” gave the 
bailee’s customer a direct right of 
action against the insurance com- 
pany upon a policy procured and 
paid for by the bailee. The court 
was, in effect, saying that the use 
of this phrase created a property 
insurance upon the goods of the cus- 
tomers although not named in the 
policy. Although no appeal was 
taken it has been approved by the 
Court of Appeals in Exton & Com- 
pany vs. Home Fire and Marine In- 
surance Company, 249 N. Y. 258, 
and other cases. Here the court said 
at page 261 : 

“The phrases describing prop- 
erty ‘as held in trust’ and kindred 
terms in his policy to an agent, 
factor and the like, have been held 
as giving to the owner of the 
property a right to take the place 
of the insured, to adopt the con- 
tract and to enforce it in his own 
name or that of his agent.”’ 
Other courts, following the same 

general trend, have gone further and 
construed a purported liability clause 
into a property insurance clause as 
in the Utica Canning Company case; 
(Home Insurance Company vs. 
Peoria, 52 N. E. 862). Similarly, 
the courts of Arkansas and New 
Jersey have construed the phrase 
“may be liable” or “may be legally 
liable” as matter merely describing 
the property and reached the result 
that the use of these phrases does 
not create liability insurance, but in- 
stead property insurance for the cus- 
tomer’s benefit. The key to these 
decisions seems to be the use of the 
phrase “the property of others” as 
a prelude to the liability clause. 
Thus, where the court can say that 
the primary intent of the clause was 
to insure the property of others, or 
to insure the property of the in- 
sured or held in trust or otherwise, 
or to insure property held in trust 
or on commission, then the added 
phrases “‘may be liable” or “may be 
legally liable” are secondary and 
only descriptive of the property. It 
follows that these words do not 
operate as a limitation of the risk 
to be assumed. 


Simplest Approach Not Practical 


_From a legal standpoint and con- 
sidering only the convenience of the 
msurance company, the simplest ap- 
proach would confine coverage to 
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NEW HAMPSHIRE PERSONALITIES 
sarah Josepha Hale 


Sarah Josepha Hale, author of “Mary 
Had A Little Lamb”, across whose editorial desk at 
GODEY’S LADY’S BOOK flowed the life of America 
for half a century was the motivating power of 
woman’s development in the 19th century. Born 
October 24, 1788, in Newport, New Hampshire, 
she originated more of today’s permanent institu- 
tions than any other woman. She was an early cham- 
pion of elementary education for girls, advocated 
women as teachers in public schools, helped or- 
ganize Vassar College, began the fight for the re- 
tention of property rights by married women, 
sent out the first women medical missionar- 
ies, and founded the first society for the ad- 
vancement of women’s wages, better working 
conditions, and reduction of child labor. 
Through her columns which were the “ar- 
biter of the parlor and the text book of the 
kitchen”, she was responsible for Thanks- 
giving as a national holiday, raised the 
money that finished Bunker Hill Monu- 
ment, first suggested public play- 
grounds, began the first day nursery, 
organized the Seaman’s Aid, and 
established the first Sailors’ Home. 
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able period of time, devised and re- 
devised similar clauses proves con- 
clusively that there is need of the 
three types of insurance on the part 
of a bailee. Thus safety for the in- 
surance company must be balanced 
against practical business considera- 
tions that reassert the need of the 
modern “trust and commission’’ 
clause. Safety for the company is 
increased or diminished by narrow 
or broad coverage, but by the same 


the property of the assured alone. 
No consideration would be given for 
property of others or for the bailee’s 
legal liability. In view of present 
business and economic needs, how- 
ever, this would be as passé as the 
horse car, and as unproductive of 
results as a cemetery. One cannot 
rest upon the safety of cautious le- 
galistic thinking but must consider 
the 1947 economic needs of business, 
manufacturing and finance. The fact 


that insurers have, for a consider- (Continued on the next page) 
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token, the more the safety, the nar- 
rower the coverage, and the more 
unsaleable the policy. 

\fter due consideration in the 
clause to covering the property of 
the assured (and his interest in the 
property of others in those states 
where this is still necessary), the 
pitfalls of the descriptive property 
decisions can be avoided by the use 
of confining language defining lia- 
bility. If the assured does not or 
will not assume any contract lia- 
bility with his customer, and even 
where he does, liability should be 
made the primary consideration in- 
stead of merely a term of descrip- 
tion. With no assumption of con- 
tract liability the coverage would be 
directed specifically toward the lia- 
bility of the assured for negligence, 
and not toward the property of 
others or property held in “trust or 
commission” upon which he may be 
liable. 

If the assured merely desires this 
protection and no more, it follows 
that this result would be accom- 
plished with a real liability, not a 


property insurance coverage. Where 
the insurance is restricted to the 
property of the bailee alone, or 
merely to his common law legal lia- 
bility, no question of excess cover- 
age or coinsurance should arise. It 
is only when the next step is taken 
that these considerations seem to 
enter, 


Company's Safety 


\ clause covering the assured’s 
own property, his interest in the 
property of others, and his common 
law legal liability as a bailee has the 
advantage of safety for the insur- 
ance company. However, it is 
hardly broad enough to suffice when 
the test of business needs is applied. 
Therefore, in most instances a 
broader coverage must be devised 
even though the protection of the 
property of customers is not the pri- 
mary consideration. However, when 
the liability clause is broadened be- 
yond the bailee’s common law lia- 
bility, the cycle is complete, and 
again we are at the starting point of 
the customer’s direct right of action 
with the clause itself covering the 


property of others as well as the 
property of the assured. But care 
and analysis in devising forms, plus 
a real meeting of the minds between 
the insurance company and the as- 
sured, can and should result in a 
proper treatment of the insurance of 
a customer’s property, and not an 
uninvited result as when the phrases 
“is liable” or “may be liable” are 
used. In a realistic world many 
bailees as an incident of their busi- 
ness and as a part of the bailment 
specify, and wish to specify, that 
some measure of liability other than 
for negligence shall be assumed by 
them, but this liability with its con- 
sequent customer’s property insur- 
ance should neither be assumed by 
the insurance company nor the as- 
sured unless there is a complete 
understanding of the elements in- 
volved. It is at this point that ques- 
tions of excess insurance and coin- 
surance arise. 

Adjusters and lawyers know that 
with this broadening of the coverage 
one important factor must be rec- 
ognized. Where the “trust and com- 
mission” clause has designated as a 
part of the coverage similar property 
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of others for which the assured is 
or may be liable, this liability arises 
either by contract or tort. The case 
of: Brooklyn Clothing Corporation 
vs.. Fidelity-Phenix Fire Insurance 
Company, 205 A. D. 743, establishes 
this principle. After the loss an in- 
surance company is often at the 
mercy of an unscrupulous assured 
or customer. If a written agreement 
between the bailor and bailee is not 
required, the two parties in ques- 
tion may claim, even after the loss, 
that there was an agreement creating 
the liability upon the part of the as- 
sured to the customer and, hence, 
upon the insurance company. The 
insurance company is often power- 
less to controvert evidence of this 
sort. Similarly, even though the as- 
sured himself does not wish to par- 
ticipate in a claim that he assumed 
responsibility or agreed to keep the 
customer’s property insured, the 
customer alone may insist that such 
an agreement has been made. Con- 
sidering, therefore, the dual aspect 
of whether the parties themselves 
want coverage upon the property of 
the customer, or whether the assured 
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merely wishes to protect his liability 
arising by contract for injury or de- 
struction to this property, the in- 
surance company for its own protec- 
tion in the clause itself should insist 
that the agreement between the as- 
sured and his customer be in writing. 


The Written Contract 


To provide for contract liability 
the liability clause would again be 
broadened to cover as well: any_ 
liability for loss which the insured 
may have assumed by contract in 
writing executed prior to the loss. 

The suggestion that the assump- 
tion of contract liability by the bailee 
be only upon a written contract calls 
for further protection of the insur- 
ance company itself. Assume that 
the unscrupulous customer claimed 
that the bailee either agreed to carry 
insurance, or agreed to be responsi- 
ble for the loss or damage of the 
goods and no written contract exists. 
The customer might obtain judg- 
ment against the bailee in a suit for 
breach of the oral contract. More- 
over, the direct right of action cases 


with property insurance might pre- 
vent the application of the written 
contract requirement as against a 
plaintiff other than the assured. If 
the company is then liable, the effect 
of the requirement of a written con- 
tract between the customer and the 
bailee would be defeated. However, 
this could be controlled practically 
as far as the insurance company is 
concerned by proper warranties, 
coupled with a loss payable clause 
which would give the insurance 
company the right to adjust with 
and pay any loss to the bailee at its 
option. The warranty of the assured 
would provide that if the policy is 
to be construed as covering property 
of customers it will only effect such 
coverage in the event of the written 
contract. The loss payable clause 
should prevent direct action by the 
customer against the company as in 
the Utica Canning and Exton cases. 

When one passes on to the cover- 
age of similar property of others or 
talks in the language of contract lia- 
bility the question of coinsurance 
presents itself. Thus, this element 
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should be fully explained to the as- 
sured at the time the policy is writ- 
ten. Otherwise he may find himself 
in a sad situation. He may have 
neither the intent nor the desire to 
cover more than his own property, 
his interest in the property of others, 
and his bare bailee’s liability. By 
effecting a coverage of “similar 
property of others” or “goods held 
in trust and commission,” however, 
at the time of the fire, the assured 
may find himself a large coinsurer 
because of a substantial quantity of 
customers’ goods on his premises. 
The consequences of this are serious 
where the assured has several prop- 
erties, and property of others, such 
as railroad cars upon the premises. 
The result would be substantially to 
defeat the coverage that the assured 
wished, paid for and contemplated 
and to provide a windfall for unin- 
sured customers. 


Excess Insurance 


Questions involving excess insur- 
ance under this clause are difficult. 
Certain principles are apparent. All 
are familiar with the decision of the 


New York Court of Appeals in the 
case of Davis Yarn Co. vs. Brooklyn 
Yarn Dye Co., 293 N. Y. 236. This 
case, reversing the former Appellate 
Division decision, was carefully con- 
sidered. The court held that there 
should be contribution by all com- 
panies writing floater policies which 
are attempted excess policies without 
primary ones. The decision is that 
all of the policies were of the same 
class. The Appellate Division had 
previously designated one policy as 
being “more specific in coverage 
than the floater policies.” Paradoxi- 
cally, Judge Conway, among other 
reasons, based the court’s decision 
for contribution on the thought that 
this would lead to prompt payment 
of a loss and the elimination of liti- 
gation. However, the opposite re- 
sult was achieved and a multitude of 
questions immediately began to sug- 
gest themselves. 

The best reasoning seems to be 
that the decision in the Davis case 
does not mean any change in the law 
where a conflict exists between fire 
insurance coverage of the bailee 
under the “trust and commission” 
clause and inland marine or floater 
insurance of the bailor which con- 
tains an excess clause. It would 
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follow that the 10% off premises 
clause of the fire policy should be 
construed as a floater policy. Thus, 
the fire policies would continue to 
pay the losses under these circum- 
stances. 

An attempted excess clause in- 
serted in the fire policy without more 
would probably not achieve any 
change in the law. The Appellate 
division decision in the Davis case 
was based upon the fact that the 
bailee’s policy was the more specific 
and therefore created a primary lia- 
bility. This despite the fact that the 
policy contained a similar excess 
clause to that found in the other 
policies. This reasoning was appar- 
ently unchallenged by the Court of 
Appeals, and thus it seems that the 
question of contributing policies un- 
der excess clauses would properly 
be confined to policies of the same 
class. 

It might be helpful to visualize 
the entire situation by comparison 
to an hour glass. At the top of the 
glass is the broad situation presented 
by the direct property coverage of 
the customer, and his consequent 
right of action under the policy in 
the Utica Canning case and other 
similar decisions. The glass narrows 
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towards the middle as the liability 
problem of the clause is approached. 
Where liability terminology is held 
to be merely descriptive the courts 
reach the same resuli—the insurance 
is still property insurance with a 
direct right of action. This, of 
course, was where the subject in- 
sured was “the property of others” 
even though qualified by the words 
“js liable” or “may be liable” or 
“liability ‘imposed by law.” The 
narrowest portion of the glass is 
reached by insuring only the prop- 
erty of the assured. For practical 
considerations it seems wise to leave 
the narrow point of safety and again 
widen the glass towards its base. 
After this is done a liability clause 
is considered which should not cover 
the property of others. Broadening 
at the base, however, there is added 
insurance specifically to cover the 
property of others and provisions 
for contract liability, but only in 
cases where the parties themselves 
clearly understand and are willing to 
assume this broader risk. Only at 
the base of the glass do questions of 
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excess insurance or coinsurance 


arise. 
Automobile Policy Analogy 


From a legal standpoint, unless 
there are objeciions from an under- 
writing point of view, the “trust and 
commission” clause could be treated 
in somewhat the same manner as an 
automobile policy. Here the face of 
the policy is divided into columns 
showing the coverages, the period, 
the limitation of liability, the rates, 
and the premiums. The columns 
themselves are subdivided and 
lettered so that each contains a box 
stating clearly the particular cover- 
age demanded by the assured. Were 
it possible upon analysis to create a 
similar “trust and commission” 
clause, both the agent and the as- 
sured would have a clearer idea of 
the exact coverage desired and ob- 
tained. By analogy, the boxes could 
be divided into property damage of 
the assured alone, his interest in 
goods of others in states not having 
the interest policy, his bailee’s com- 


mon law liability, whether for negli- 
gence or deviation, the liability to be 
assumed by a written contract with 
his customer, and lastly, the box 
would indicate clearly if property of 
others is to be covered under the 
policy. In fairness to the assured, 
his attention should be drawn to the 
fact that the last coverages would in- 
clude many problems of coinsurance. 
This should be presented in the 
policy itself. The warranties would 
follow, and it is submitted that both 
the agent and the assured would thus 
become aware of the latter’s obliga- 
tions. undér the policy. Whether 
such an approach is favorable is 
not for a lawyer to say. 

It is encouraging that over a 
period of years the clause itself is 
constantly being considered with 
more care and understanding not 
only by loss men, who are naturally 
aware of the hazards involved, but 
by the better agents as well, whose 
modern philosophy seems to be to 
bring home to the assured the neces- 
sity of an actual meeting of the 
minds. 
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THE DEMAND 


N ORDER to fully understand 

the significance of the demand for 

comprehensive liability insurance, 
it is appropriate to first discuss the 
highly publicized public _ liability 
salesman, known as the “law of 
negligence.” The “law of negli- 
gence” imposes a responsibility on 
everyone—a responsibility to exer- 
cise care to avoid injuring the per- 
son or property of another. The law 
requires that property be maintained 
and business conducted with due 
regard to the safety of the public. 
Failure to do so imposes legal lia- 
bility on the property owner or busi- 
ness concern, resulting in damages 
for the injured party. 

Individuals, firms and corpora- 
tions may protect their legal liability 
only through the purchase of public 
liability and property damage insur- 
ance. Thus, the “law of negligence” 
is indeed a potent salesman. He 
may be heard over the radio, ob- 
served by the naked eye, and his 
activities are recounted daily in 
newspapers. He works for you 24 
hours each day and 365 days each 
year. He is constantly on the job, 
laying the foundation for the de- 
mand, and you, as agents, are the 
source of the supply. You have 
within your power the opportunity 
of furnishing protection which is 
an economic necessity for everyone. 


Complete Protection 


At the beginning of the war, 
business concerns were altering their 
operations and commencing new 
enterprises overnight. Laws were 
rapidly changing, imposing even 
greater liability on the individual 
firm and corporation. Many were 
without adequate public liability and 
property damage insurance. Realiz- 
ing the economic necessity of afford- 
ing complete protection, we adopted 
the comprehensive automobile and 
comprehensive general liability pol- 
iaes, Through intelligent selling ef- 
lorts these contracts have unques- 
tionably provided a means of pro- 
tecting completely all automobile and 
general liability hazards. 
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COMPREMENSIVE 


As an example: Prior to the in- 
troduction of the comprehensive 
automobile contract, a large fleet 
owner discarded an automobile, 
sending it to the graveyard. Months 
later, several children, while playing 
around the vehicle, struck a match 
over the gas tank. The resulting 
explosion seriously and permanently 
injured two boys. The fleet owner’s 
contract provided the best coverage 
available at that time. It covered 
all owned equipment, hired cars, and 
employers’ non-ownership, and auto- 
matic coverage for these exposures ; 
yet that loss was not covered, be- 
cause the insuring agreement said 
that the vehicle had to be licensed. 
Naturally, the discarded automobile 
had not been re-licensed. This was 
an embarrassing situation for the 
agent and company, as the assured 
was compelled to satisfy judgments 
totaling $40,000. 

The comprehensive automobile in- 
suring agreement covers the as- 
sured’s liability as a result of the 
ownership or operation of any auto- 
mobile, so under this form the loss 
would have been paid up to the 
policy limit. 

The comprehensive automobile 
policy contains the following exclu- 
sions. It does not cover: 

(1) Liability assumed by the as- 
sured under any contract or agree- 
ment. 

(2) Employers’ liability or com- 
pensation claims, other than those on 
domestic servants. 

(3) Damage to property owned 
by, in charge of, or being trans- 
ported by the assured. 

The contract is not at all difficult 
to explain, nor is it difficult to ob- 
tain adequate underwriting informa- 
tion. Just remember that you must 
include coverage for all owned 
equipment, hired cars, employers’ 
non-ownership, and independent 


by GLENN H. DUFFY 
Assistant Oklahoma Manager, 
U. S. Fidelity and Guaranty Company 


contractors hauling for the assured. 
The advance premium is regular 
manual rates for the various expo- 
sures, surcharged 1% for the un- 
disclosed hazard protection and 
automatic coverage. The latter is sub- 
ject to an annual minimum premium 
for standard limits of $5 public lia- 
bility, and $2.50 property damage. 
The assured then has complete pro- 
tection, and the ultimate premium is 
determined by audit at expiration. 


A Growing Demand 


It is unnecessary to tell you that 
there is a growing demand for any 
policy affording 100% protection. 
You may now be spared the embar- 
rassment of telling the assured that 
his policy covers this, this, and this 
—but not that, that, and that. Sim- 
ply tell him that he is adequately 
protected on all exposures other than 
those enumerated in the three clear, 
concise, and very reasonable exclu- 
sions. 

The comprehensive general lia- 
bility policy contains the same broad 
insuring agreement as the automo- 
bile policy. If properly written, 
there are no “if’s,” “and’s,” or 
“but’s” about this contract. It is not 
limited to premises or operations, 
neither is it limited to any specified 
location. It permits welding to- 
gether under one contract the insur- 
ing agreements of the various indi- 
vidual contracts, namely manufac- 
turers’ and contractors’; owners’, 
landlords’ and tenants’; elevator ; 
contractual; protective; and prod- 
ucts. This contract likewise has a 
few clear, concise, and reasonable 
exclusions, as follows. It does not 


cover: 
(Continued on the next page} 
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Comprehensive—Continued 


(1) Contractual agreements other 
than those specifically enumerated 
in the policy, such as lease of prem- 
ises, easement agreement, municipal 
ordinance agreements, — side-track 
and elevator agreements. 

(2) Water crait and automobiles 
while away from the premises, and 
aircraft anywhere. This exclusion, 


however, does not apply to opera- , 


tions performed for the assured by 
independent contractors. 

(3) Damage to property owned 
by, used by, or in the care, custody, 
or control of the assured. 

(4) Accidents arising after the 
assured has completed work. This 
may be covered for an additional 
premium. 

(5) The assured’s liability for in- 
juries sustained by employees. 

(6) Water damage and sprinkler 
leakage losses. This may be added 
for an additional premium. 


Underwriting Procedure 


Unfortunately, the underwriting 
procedure is somewhat more difficult 
than that of the comprehensive auto- 
mobile policy. Remember under the 
latter policy it is mandatory that all 
exposures be covered, and therefore 
your client is assured of 100% pro- 
tection. 


Under the comprehensive general 
liability policy it is mandatory that 
all known exposures and _ locations 
be covered with the exception of 
products, contractual, and property 
damage. These are optional cover- 
ages. If not desired, the policy must 
be endorsed accordingly. If any of 
these highly important coverages are 
eliminated when they are actually 
applicable, then the very purpose of 
comprehensive 
feated. Care should always be exer- 
cised to explain fully and sell all op- 
tional coverages applicable to your 
prospect's business. 

This contract is underwritten ex- 
actly in the same manner as the auto- 
mobile policy. We charge regular 
manual rates for the mandatory and 
the accepted optional coverages, plus 


insurance is de- 


the same surcharge for the undis- 
closed hazard and automatic cover- 
age feature, each section subject to 
annual audit. 

An agent should be careful in sub- 
mitting information to his company 
for the preparation of the general 
liability policy. Frequently, agents 
attempt to rely on their own personal 
knowledge of the prospect’s busi- 
ness operations. Where such pro- 
cedure is followed, we find during 
the policy year optional coverages 
not included where claims have de- 
We also have found that 
the policies have been written for 


veloped. 
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minimum premiums and the audit 
develops substantial additional pre- 
miums. Where either occurs, the 
agent is going to have a dissatisfied 
client. 

In order to eliminate the possibil- 
ity of misunderstanding and human 
error, the companies provide lengthy 
applications for the general liability 
and automobile policy. This applica- 
tion, in reality, is a survey of the 
assured’s business operations, and 
in the case of an individual or a 
co-partner, a survey of personal ac- 
tivities. While some of the questions 
propounded may appear ridiculous 
for your particular risk, bear in 
mind the form is designed to include 
all exposures in all businesses. The 
survey is very important; without it 
you cannot provide adequate protec- 
tion. After receiving the completed 
survey, your company will be in a 
position to rate the risk and issue 
the contract properly. If you have 
sold all optional coverages applicable 
to the risk, you may rest assured that 
your client has complete protection. 


Package Contract 


While we have discussed the 
comprehensive policies separately, 
both policies may be combined under 
one contract, known as the compre- 
hensive general automobile liability 
policy. The same rules and rating 
procedure apply under each section. 

The comprehensive policies were 
immediately popular. They were an 
innovation long desired by the gen- 
eral insuring public. Approximately 
75% of risks formerly covered un- 
der the individual forms have now 
been placed on comprehensive. 

The introduction and success of 
these policies created a problem. We 
had provided streamlined coverage 
for a concern’s business operations 
—but what about similar coverage 
for the individual covering his legal 
liability arising out of personal ac- 
tivities? True, the individual or a 
member of a co-partnership could 
obtain this coverage under the com- 
prehensive general liability policy. 
What about officers of corporations 
and individuals and co-partners not 
under comprehensive 
forms? For these it was necessary 
to issue limited liability policies cov- 
ering such exposures as residence 


covered 
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liability, dogs, saddle animals, bi- 
cycles, golf, hunting, fishing, boats, 
privately owned swimming pools 
and lakes, and employers’ liability. 
Or we could issue a schedule lia- 
bility policy covering one or more of 
these and other exposures, but the 
contract had the limited insuring 
agreements and an abundance of 
exclusions. 


Comprehensive Personal Liability 
Policy 


This led to the introduction of the 
comprehensive personal liability pol- 
icy. This is unquestionably the most 
popular contract ever issued by 
casualty companies. Time will not 
permit a discussion of its features, 
but it affords for personal activities 
the same protection as the compre- 
hensive policies afford for business 
operations. 

While there is a growing demand 
for public liability insurance, and 
especially the comprehensive forms, 
the extent of that demand in your 
community depends almost entirely 
upon you. Let us not lose sight of 
the fact that we have a product 
which is comparatively new, a prod- 
uct which our “law of negligence” 
salesman is constantly advertising, 
but its economic value is not gener- 
ally understood by the insuring pub- 
lic. 


A Typical Prospect 


For example, take your local gro- 
cer. He has a stock valued at 
$5,000 and ‘wouldn’t think of oper- 
ating without some fire insurance. 
because he realizes the economic 
value of such insurance. Assume he 
has a total loss; if he had no insur- 
ance, all he could lose would be 
$5,000. He could move across the 
street, obtain goods on consignment, 
and continue in business as usual. 
Thus, in fire insurance we have in- 
surance against a known value—a 
value which may be seen. What 
about a serious personal injury aris- 
ing out of his business operations ? 
What about a $20,000 judgment? 
Could he move across the street, ob- 
tan goods on consignment, and 
continue in business as usual? The 
answer is “No.” He is definitely a 
poor credit risk, and forced out of 
business. Therefore, in public lia- 





For July, 1947 





BONDED 
BY “AMERICAN” 








READING -« 








The up-swing in contract bond business is well under way. 
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bility we have protection against an 
unknown value—a value which can- 
not be seen. This coverage is there- 
fore important for every individual, 
firm and corporation. 


Salesmanship is vital in the pro- 
duction of public liability. But sales- 
manship does not mean high-pres- 
sure selling. Any agent with suff- 
cient knowledge of the business may 
become a successful casualty sales- 
man. In our business, knowledge is 
power, power is the faculty of per- 
formance, and performance is suc- 
cess. 


In conclusion, the companies give 
the agents the tools with which to 
work in the form of national adver- 
tising, local advertising material, 
field men, and adequate service facil- 
ities. They can do very little toward 
creating the demand. Agents, how- 
ever, are creating the demand 
through intelligent, active, and ener- 
getic sales efforts. The demand is 
growing by leaps and bounds. Pub- 
lic liability definitely has a future. 
Sell yourself on public liability, sell 
others, and sell comprehensive. 


From an address before the Oklahoma Asso 
ciation of Insurance Agents, 
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HE principal development of 
To third year following the Su- 
preme Court’s decision holding 
insurance to be commerce was in the 
field of state legislation. There was 
no litigation of major importance. 
During the Spring of 1947, the 
legislatures of 44 states were in reg- 
ular session and legislation was con- 
sidered to strengthen the existing 
state laws which regulate insurance, 
and thus meet the invitation in the 
McCarran Act. Of course, there al- 
ready has been on the books for 
many years a comprehensive body 
of state laws regulating the business 
of insurance. These laws are admin- 
istered by the insurance commisioner 
or corresponding officer of each state 
and, through the National Associa- 
tion of Insurance Commissioners, 
considerable uniformity has been 
achieved in the statutes themselves 


and in their administration. How- 
ever, the new “commerce” status of 
insurance, established by the Su- 
preme Court’s 1944 decision in the 
SEUVA case, created new problems, 
particularly under the federal anti- 
trust and related statutes. 

Most of the 1947 legislation re- 
sulting from the SEUA case was 
along the line of the four bills pre- 
pared by the National Association 
of Insurance Commissioners and the 
All-Industry Committee. In some 
states, however, rate regulatory en- 
actments varied from the Commis- 
sioners’ and All-Industry Committee 
recommendations in a number of 
particulars, including elimination of 
the rate filing requirement, the wait- 
ing period and the provision direct- 
ing the Comissioner to review such 
filing. Below is a brief resume of all 
such 1947 enactments. 





Rate regulatory laws — mostly 
along the line of the Commissioners’ 
and All-Industry Committee recom- 
mendations — were enacted during 
1947 in the following 32 states: 

** Arizona 

*Arkansas 
California 
**Colorado 
*Connecticut (replaces 1945 law) 
**Delaware 
Florida 
*Georgia 
*Idaho (fire only) 
Indiana 
*lowa 
*Kansas (fire only) 
**Maine 
**Michigan 
*Minnesota 
Montana 
*Nebraska 
*Nevada 





1947 RATE REGULATORY LAWS 


* Follows All-Industry—NAIC bills. 
** Follows All-Industry—NAIC bills, but with 


District of Columbia, Illinois, Massa- 
chusetts and Wisconsin. 


**New Hampshire (before Gov.) 
New Jersey (inland marine only 
—before Gov.) 
*New Mexico 
*North Dakota 
**Ohio (before Gov.) 
*Oregon 
**Pennsylvania 
*South Carolina 
*South Dakota (replaces 1945 
law ) 
**Utah 
Vermont (casualty only) 
Washington 
*West Virgina (certain fire and 
marine only ) 
**W yoming 


modifications, 


Such bills are still pending in the 
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MME THIRD YEAR OF INSURAN 
AS COMMERCE 


Fair trade practice measures, 
substantially similar to the Commis- 
sioners’ and All-Industry Committee 
drafts, were enacted in: 


Florida, Indiana, Maryland Mich- 
igan (before Gov.), Minnesota, Ne- 
braska, New Hampshire, New Jer- 
sey (before Gov.), New Mexico, 
Pennsylvania, South Carolina, South 
Dakota, Tennessee and Wisconsin 
(before Gov.). 


Such measures are still pending 
in Massachusetts and Ohio. 


In Utah and Washington, new 
insurance codes included provisions 
which differed from the All-Indus- 
try—NAIC recommendations deal- 
ing with unfair trade practices. 


Accident and Health Bill 


The substance of the All-Industry 
—NAIC bill dealing with accident 
and health was enacted in Colorado, 
Connecticut, Delaware, Florida, In- 
diana, Maryland, Michigan, Minne- 
sota, Nebraska, New Hampshire, 
New Mexico, New York, Oklahoma, 
South Carolina, Vermont and Wash- 
ington. Such measures are. still 
pending in Massachusetts, Ohio and 
Wisconsin, 


Retaliatory Statutes Re-enacted 


Restoration of the retaliatory laws 
in three states was an entirely unre- 
lated type of legislation—not part of 
any program—but nevertheless an 
indirect result of the SEUA decision. 
These states, Maine, Maryland and 
Oregon, reenacted their retaliatory 
laws which had been repealed in 
1945. The 1946 Supreme Court de- 
cisions in Hobbs v. Pacific Mutual 
and Prudential v. Benjamin, Brest’s 
INSURANCE NEws (July 1946) dis- 
pelled the fear generally felt in 1945 
that the tax imposed on foreign com- 
panies by retaliatory laws violated 


(Continued on the next page) 
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Third Year—Continued 


the Commerce Clause of the federal 
Constitution. 

Premium tax laws in six states 
were amended to restore exemption 
or lower rates for domestic com- 
panies. These states are: Arkansas, 
Maine, North Carolina, Oklahoma, 
Oregon and Washington. 

Prior to the Supreme Court's de- 
cision in Prudential v. Benjamin, 
such favored treatment of domestic 
companies had been feared to be a 
discrimination against interstate 
commerce and a violation of the 
Commerce Clause. 


Statutes Prior to 1947 


In addition to the foregoing, a 
number of states, prior to 1947, al- 
ready had legislation on their statute 
books which it was felt adequately 
regulated the business of insurance 
within the meaning of Public Law 
15. Some of these states, Alabama, 
Connecticut, Florida, Kansas, Mary- 
land, North Carolina, South Dakota, 
Tennessee and Texas, enacted rate 
regulatory legislation in 1945; Ken- 
tucky and Mississippi enacted such 
legislation in 1946; and others, such 
as Louisiana, New Jersey and New 
York, have had, for a number of 
years, legislation in force which pro- 
vided for supervision of rate-making. 
As to the fair trade practices type 
bill, many states already had statutes 
in various parts of their insurance 
laws which prohibited most of the 
practices specified in the Fair Trade 
Practices Act. 

The National Association of In- 
surance Commissioners and the All- 
Industry Committees, after two 
years’ study, recommended for con- 
sideration at the 1947 sessions of 
the state legislatures four model bills 
designed to strengthen existing state 
insurance regulatory laws. These 
four model bills are: 

1. Casualty and Surety Rate Reg- 

ulation Bill 

2. Fire, Marine, and Inland Ma- 

rine Rate Regulatory Bill 

Both of these proposed bills pro- 
vide for state supervision of the 
rating activities which have been 
found necessary for various types of 
property and surety insurance. They 
provide that all rates must conform 
to prescribed standards and_ that 
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they shall not be excessive, inade- 
quate or unfairly discriminatory ; 
that all rates shall be filed with the 
insurance commissioner who is di- 
rected to review such filings as soon 
as reasonably possible; that such 
rates may not be used for a waiting 
period of fifteen days or, if extended 
by the commissioner, of thirty days ; 
and that if not disapproved within 
such waiting period, such filings are 
deemed to meet the requirements of 
the Act. 


3. Fair Trade Practices Bill 


This prohibits any unfair method 
of competition or unfair or deceptive 
act or practice in the business of in- 
surance in about the same language 
as used in the Federal Trade Com- 
mission Act. But, unlike that Act, 
it lists in Section 4 certain unfair 
acts and practices (such as false ad- 
vertising, defamation of competitors, 
rebates, etc.) and as to them em- 
powers the insurance commissioner, 
after prescribed notice and hearings, 
to issue orders to cease and desist 
from the violations found. As to 
any other acts or practices which 
are not specifically defined as un- 
fair in Section + but which the com- 
missioner finds, after hearing, to be 
unfair or deceptive he is empow- 
ered to report to the Attorney Gen- 
eral who can institute court pro- 
ceedings to enjoin and restrain their 
continuance. 


4. Accident and Health Insurance Bill 


This requires the filing of accident 
and health policy forms, applications, 
riders, endorsements, classification 
of risks and premium rates with the 
commissioner of insurance, provides 
that no policy, application, rider, or 
endorsement forms may be issued 
until 30 days after filing unless pre- 
viously approved, and provides for 
the disapproval, or withdrawal of 


approval, by the commissioner of 


such forms containing benefits un- 
reasonable in relation to premium 
or if they contain provisions which 
are unjust, unfair, inequitable, mis- 
leading, deceptive or encourage mis- 
representation. Hearings on disap- 
provals would be granted on written 
request and decisions and orders of 
commissioner would be subject to 
review by appeal. 


The All-Industry Committee also 
agreed that it should include as part 
of its legislative program statutory 
language to’ permit specifically the 
payments of commission to brokers, 
for use in states not already having 
such provisions in their existing stat- 
utes. The purpose of this was to 
meet any possible application to in- 
surance of the Robinson-Patman 
Act, which act prohibits discrimina- 
tion in commodity transactions and 
also prohibits payment of commis- 
sions to brokers under certain cir- 
cumstances in connection therewith, 


Special Bar Committee 


The special committee of the 
American Bar Association's Section 
on Insurance Law, under whose 
auspices the foregoing analysis was 
prepared, consists of : 

John V. Bloys, Chairman, assist- 
ant general counsel, Life Insurance 
Association of America; Maynard 
Garrison, Vice Chairman, vice presi- 
dent, Fireman’s Fund; H. E. Hilton, 
Vice Chairman, assistant manager, 
Insurance Department, United 
States Chamber of Commerce ; Mar- 
cus Abramson, assistant counsel, As- 
sociation of Casualty & Surety Com- 
panies ; Hale Anderson, Jr., assistant 
general counsel, Hartford Accident ; 
Hon. Robert E. Dineen, Superin- 
tendent of Insurance of New York; 
Orville F. Grahame, general counsel, 
Paul Revere Life; Robert L. Hogg, 
executive vice president and general 
counsel, American Life Convention ; 
Henry W. Nichols, vice president and 
general counsel, National Surety; 
Professor Edwin W. Patterson, pro- 
fessor of law, Columbia University ; 
alvin W. Rawlings, attorney, Salt 
ake City; V. J. Skutt, vice presi- 
dent, United Benefit Life ; J. Donald 
Whelehan, assistant general counsel, 
Home Insurance Company; James 
B. Donovan, general counsel, Na- 
tional Bureau of Casualty & Surety 
Underwriters; Joseph B. Beach, 
secretary, Hardware Mutual Casu- 
alty Company. 


— 


The committee’s report of last 
year, published in booklet form, 
which summarizes the first two years 
of insurance as commerce, can be 
obtained from either the Bar Asso- 
ciation or The Lawyers Press, 165 
William Street, New York City for 
the cost of printing (5¢ each). 
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EXAMINATION QUESTIONS AND ANSWERS 


QUESTION | 

“4” applied to “B,” the local 
agent of an insurance company, for 
an $8,000 fire policy on his resi- 
dence. “B” corresponded. with his 
home office, which stated that the 
risk would be taken at a specified 
rate. “B” then wrote to “A” inform- 
ing him of the terms of the insur- 
ance and stating: “Should you de- 
sire to effect the insurance, send 
your check for the premium and the 
business is concluded.” “A” re- 
ceived this letter the next day and 
promptly mailed a properly stamped 
and addressed letter to “B” express- 
ing his assent to the terms specified 
and enclosing a check for the pre- 
mium. That night “A’s” residence 
was destroyed by fire. The com- 
pany notified “A” that the insur- 
ance was “refused” and returned the 
check. 

(a) Does “A,” in your opinion, 
have a valid claim against the com- 
pany for the loss? If so, why? If 
not, why not? Explain the legal 
principles involved. 

(b) Explain the circumstances or 
events that cause an offer to lapse. 


Answer 


(a) “A” does have a valid claim 
against the company for the loss. A 
valid contract of insurance was ef- 
fected when “A” mailed his letter of 
acceptance. “B,” an authorized 
agent, made an offer to “A.” The 
offer was made by mail and the lan- 
guage “send your check” indicated 
that a reply by mail would be suf- 
ficient. Therefore “A’s” method of 
communicating the reply was author- 
ized. Moreover, his acceptance in 
all other respects complied with the 
terms of the offer. The fact that the 
check and letter of acceptance had 
hot been received at time of the 
fire is immaterial. In cases where 
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the offeree is authorized to reply by 
mail, his acceptance becomes opera- 
tive as soon as it is mailed. 
(b) Circumstances or 
which cause an offer to lapse: 

(1) Death or insanity of the 
offeror. 

(2) Passage of time. An of- 
fer lapses upon expiration of the 
time specified, or upon the expira- 
tion of a reasonable length of time 
when no period is specified. What 
constitutes a “reasonable” length of 
time for this purpose is a question 
of fact to be determined in the light 
and circumstances of each individ- 
ual case. 

(3) Rejection, or counter- 
offer, by the offeree. 


events 





DEAN'S NOTE 


This composite set of answers to 
the June 1946 Chartered Property 
Casualty Underwriter examinations 

iven by the American Institute for 
Roses and Liability Underwriters, 
Inc., has been prepared from the 
papers of the examinees. Editing was 

ary to ble each composite 
answer and present it in condensed 
form. However, the content in some 
cases is more complete than was re- 
quired for a high grade and answers 
have been given to all the questions 
even Geaak the candidate had a 
choice. 

It should also be mentioned that 
although \ these answers have been 
taken from meritorious papers, they 
are not necessarily perfect. Many of 
the questions involved judgment on 
the part of the candidate and no hard 
and fast solution could be required. 
Credit was given for the reasonable- 
ness of the answer and the evidence 
of intelligent application of a candi- 
date's knowledge. 

Candidates are cautioned not to 
rely on this set of questions and an- 
swers as a method of direct prepara- 
tion for the C. P. C. U. examinations. 
They may be useful as a guide to the 
type of question asked and the con- 
tent of answers desired by the Insti- 
tute, but they cannot be a substitute 
for thorough study and mastery of 
the subject matter of the Institute's 
curriculum. 














(4) Change of circumstances 
or conditions. For example, if one 
offers a specified chattel for sale, 
and the chattel is destroyed before 
the offeree accepts, the offer lapses. 


QUESTION 2 

mw eS. a KE" operate 
an insurance agency as general part- 
ners. In the absence of appropriate 
provision in the partnership agree- 
ment, what legal rules determine 
(1) the ratio in which these partners 
share the profits and losses of the 
business; (2) the extent of each 
partner's share in the control of the 
business; (3) the extent of each 
partner’s liability to business cred- 
itors of the firm. 

(b) Suppose the business had 
been incorporated and that “C,” 
“D” and “E” were shareholders in 
the corporation. Indicate, with your 
reasons, what difference this would 
make with respect to the answers 
given in (a). 


Answer 


(a) In the absence of arrange- 
ment to the contrary : 

(1) Each partner shares 
profits and losses equal. This rule 
applies regardless of the ratio in 
which the partners have contributed 
capital to the business and regard- 
less of the mature of the partners’ 
capital- contributions. 

(2) Each partner has an 
equal voice in the control. The part- 
ners participate directly in the man- 
agement and operation. Differences 
concerning matters within the nor- 
mal scope of the firm business are 
determined by majority rule. Funda- 
mental or vital matters not within 
the normal scope of the partner- 
ship business (such as the admis- 
sion of a new partner) require the 
unanimous consent of the partners. 


(Continued on the next page) 
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(3) A partner’s liability to 
business creditors of the firm is com- 
plete and unlimited. A partner sub- 
jects his entire assets and estate to 
the fortunes of the business, since 
he is liable to firm creditors whose 
claims cannot be satisfied from the 
partnership assets. A partner who 
pays off a firm debt out of his own 
funds or property is entitled, how- 
ever, to enforce ratable contribution 
from his fellow partners. 

(e> If “C,” “DB,” and “E” 
shareholders in a corporation formed 
to carry on the business, their re- 
spective rights and obligations would 


were 


be governed by the principles of cor- 
poration law. In the absence of an 
arrangement to the contrary, the 
following rules of corporation law 
prevail : 

(1) Shareholders participate 
in dividends in proportion to their 


holdings. Dividends are usually de- 
clared at a specified sum or per- 
centage per share. 

(2) A _ shareholder partici- 
pates in the control of the business 
in proportion to his holdings. The 
business is managed by a board of 
directors and by the executive of- 
ficers designated by the directorial 
board. The ultimate control of the 
business rests with the shareholders, 
since the latter vote for and elect 
the directors. The extent of this 
voting power is measured by the 
number of shares held by the share- 
holder. The normal rule is that each 
share carries one vote. 

(3) As a general rule, a 
shareholder is not liable to business 
creditors of the corporation. Share- 
holders enjoy the privilege of lim- 
ited liability. The corporation is a 
legal entity separate and distinct 
from the members, and the latter 
are not responsible for the debts and 
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obligations of the corporate enter- 
prise. In cases where the corpora- 
tion has not been fully paid for the 
shares, the shareholders may be com- 
pelled to make good the unpaid bal- 
ance for the benefit of the corporate 
creditors, 


QUESTION 3 

“F” has the contract for painting 
a new bridge. “G” has the contract 
for the electrical work. One of 
“G’s” foremen forgot to turn off the 
electric power after testing a new 
line and “H,” an employee of “F,” 
accidentally touched the wire and re- 
ceived an electric shock that hurled 
him off the bridge on to some rocks 
below. He sustained a broken leg, 
cuts and bruises and now wants to 
know if he is entitled to (1) work- 
men’s compensation, (2) damages, 
or (3) both, and if so, against whom 
he should take action. Answer each 
of “H’s” questions and explain fully 
the reason for each, 


Answer 


(1) “H” is entitled to workmen's 
compensation benefits. It is assumed 
that the state has a workmen’s com- 
pensation law and that the law cov- 
ers occupations and employment of 
this character. (All states except 
Mississippi have workmen’s compen- 
sation statutes.) “H” qualified for 
such compensation since the acci- 
dent took place while he was acting 
within the scope of his employment. 
The injuries in question “arose out 
of” and were incurred “‘in the course 
of” his employment. 

(2) “H” is entitled to damages. 
He has a common law right of ac- 
tion for damages against the fore- 
man whose negligence caused the ac- 
cident. A tort-feasor is responsible 
for his wrongful acts. This fore- 
man owed a duty to use reasonable 
care towards “H,” who was law- 
fully on the bridge. The foreman’s 
negligence in failing to shut off .the 
electric power constituted a breach 
of this duty and was the proximate 
cause of “H’s” accident. 

“H” also has a claim for damages 
against “G,” the employer of the 
negligent foreman, since a master is 
liable for torts of his employees 
committed within the scope of their 
employment. The foreman was 
within the scope of his employment 
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when the tort involved here was 
committed. 

“H” has no valid claim for dam- 
ages against his employer “‘F.” ( As- 
suming he is entitled to workmen’s 
compensation benefits.) There is 
nothing to show that the accident 
was in any way attributable to negli- 
gence on the part of “F.’”” Further- 
more, in many states an employee 
surrenders his common law right of 
action for damages against his em- 
ployer when he accepts workmen’s 
compensation. 

(3) “H” may collect both work- 
men’s compensation and the dam- 
ages, but subject to the right of sub- 
rogation. Workmen’s compensation 
is a statutory right, designed to pro- 
tect a particular group of persons 
and intended to compensate in a 
limited fashion for certain kinds of 
injuries. The right to damages is a 
right broadly created by the common 
law in favor of all persons injured 
by a tort and is designed to com- 
pensate in a general fashion for in- 
juries sustained. Thus, here “H’s” 
common law right of action for dam- 
ages will include not only “actual 
losses” (medical bills, loss of wages, 
and so forth), but also items of pain, 
suffering, and mental anguish. 

Any damages recovered by “H” 
are subject to the compensation car- 
rier’s right of subrogation. This 
does not prevent him from collect- 
ing on the action which produces the 
greatest return because the carrier 
is entitled to subrogation only to the 
extent of the workmen’s compensa- 
tion it paid to “H.” 


QUESTION 4 


(a) “J” occupied the first floor of. 


a duplex apartment. An overheated 
furnace caused a fire.to start in the 
basement. “J,” fearing the destruc- 
tion of his goods by fire, removed 
them outdoors, and a valuable clock 
was stolen. “J” has a fire insurance 
policy on his household goods and 
furniture. Does “J” have a valid 
claim against the insurance ébm pany 
for the loss of the clock? Why? In 
your answer explain #arefitlly. the 
legal significance of the policy pro- 
visions that govern the insurer's lia- 
bility in this case. 

(b) “K,” an insurance agent for 
Company “L..” has authority to bind 
risks not intvexcess of $5,000. He 
bound “M’s” risk for $7,000 and a 
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loss of $6,000 occured immediately 
thereafter. What factors determine 
the (1) rights, and (2) liabilities of 
the respective parties? 


Answer 


(a) “J” does have a valid claim 
against the insurance company for 
the loss of the clock. 

The policy insures against “di- 
rect loss by fire,” but it expressly ex- 
cludes “loss by theft.” A strict view, 


based on rigid construction of this 
exclusion, would deny “J”’ a claim 
for loss of the clock, which was 
stolen. However, such a narrow 
view would operate as a boomerang 
against the insurance companies, 
since it would create an incentive 
for the insured to let property burn 
rather than attempt removal in the 
face of threatened loss by fire. Fur- 
thermore, it ignores another provi- 
sion of the policy which obligates 
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the insured to protect the property 
against fire or impending loss by 
fire. 

A more liberal approach, sup- 
ported by judicial authority, gives 
the insured a valid claim under cir- 
cumstances of this character. The 
original fire may be considered the 
proximate cause of the loss of the 
clock. The fire led in an unbroken 
causal chain to the loss. The fire 
threatened the destruction of “J’s” 
goods. This in turn caused “J,” 
acting in discharge of a duty im- 
posed by the policy itself, to move 
the goods outdoors. This, in turn, 
led to the theft. The thief’s act is 
not an independent intervening act 
which breaks the chain of causation. 
It is, rather, a reasonably foresee- 
able consequence constituting the 
last link in the chain. Under this 
view, the loss of the clock becomes 
a “loss by fire’ and as such falls 
within the coverage of the policy. 

(b) Rights and liabilities of “L” 
and “M.” 

If the Company “L” by its con- 
duct clothed the agent “K” with ap- 
parent authority to bind risks ex- 
ceeding $5,000, the Company will 
be bound for the full amount to 
the innocent third party “M,” on 
the ground of estoppel. Private 
limitations on the agent’s authority 
are unavailing against innocent third 
parties. 

Rights and liabilities of “L” and 
_ 

If “L” is held bound to “M,” “L” 
has a claim for indemnification 
against “K.” When an agent acts 
in excess of his authority and 


thereby causes his principal to sus- 
tain a loss, the agent is obliged to 
indemnify or reimburse his prin- 
cipal. 

Rights and liabilities of “K” and 
“M.” 

“K” would be liable for the full 
amount to “M,” if “M” chooses to 
pursue “K,”’ because “K” exceeded 
his actual authority in this transac- 
tion with “M.” 


QUESTION 5 

“N” drove into a gasoline service 
station, alighted from his car, and 
asked the attendant to “fill the 
tank.”” The attendant, “O,” had been 
smoking. He concealed the lighted 
cigarette by holding it between the 
thumb and forefinger within the in- 
verted palm of his left hand, and he 
proceeded to fill the gasoline tank 
of “N’s” car. “N’s” car was de- 
stroyed by fire that started from 
“O’s” cigarette. “P,” the owner of 
the station, had given all his attend- 
ants rigid instructions not to smoke 
on the premises and each attendant 
had given his word to obey these 
orders. 

(a) What rights, if any, does 
“N” have against “O” and “P”? 
Give your reasons. 

(b) Suppose that ‘‘P” is insured 
and that the insurance company pays 
“N” for the loss of the car. Would 
the insurance company have any 
rights against “O”’? If so, on what 
grounds? If not, why not? 


Answer 


(a) “N” has a claim for damages 
against “O,” the wrongdoer. “N”’ 
was a business patron to whom “O” 


owed a duty of reasonable care. 
“O's” grossly negligent conduct con- 
stituted a breach of this duty, and 
was the proximate cause of the de- 
struction of “N’s” car. 

““N” also has a claim for damages 
against “P,” the employer. The rule 
of respondent superior applies. The 
master is liable for the consequences 
of wrongful acts committed by his 
employees when occurring in line 
of duty or scope of employment. 
The fact that “O” was acting im- 
properly and that he was smoking in 
disobedience of instructions of the 
employer will not excuse “P.” 

However “N” must make an 
“election” because he cannot collect 
from both. If he sues and obtains 
a judgment against “P,” this consti- 
tutes an election and he cannot 
thereafter pursue “O.” Likewise, if 
he sues and obtains judgment against 
“O,” with the knowledge that “P” 
is “O’s” employer, he cannot there- 
after pursue “P.” According to the 
rule in most states, ““N”’ may not sue 
“O” and “P” as joint defendants 
in the same suit, although this is per- 
mitted in a few states. 

(b) The insurance company would 
have rights against “O.” An em- 
ployee is bound to indemnity his 
master for losses occasioned by the 
employee’s wrongful acts. “O,” by 
a tort committed in disregard of in- 
structions which he has promised to 
obey, caused his master to incur a 
liability to the third party, “N.” The 
master “P” is, therefore, entitled to 
indemnification from “O.” “P's” 
insurance company, having dis- 
charged “‘P’s” liability to “‘N,” is 
subrogated to “P’s” right of action 
for indemnity against “O.” 
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QUESTION 6 

“QO” owned 200 bales of alpaca 
fleece stored in his warehouse. “R,” 
a prospective buyer, inspected and 
tested the goods. Later the parties 
entered into a contract whereby 
“QO” sold this entire quantity of 
fleece to“R.” The contract provided 
that “R” would call for the goods 
with his trucks within the course of 
a week and that he would pay the 
specified purchase price within thirty 
days after taking the goods. Two 
days after the contract was made 
the warehouse burned and the fleece 
was destroyed by fire. 

(a) Does “R” have claim for 
breach of contract against “Q”? 
Why or why not? 

(b) Can “Q” compel payment of 
the specified purchase price by “R”? 
Why or why not? 

(c) Suppose “Q” held a fire in- 
surance policy covering the fleece. 
Under what circumstances would 
““R” be entitled to the benefit of this 
insurance ? 


Answer 


(a) “R” has no claim for breach 
of contract against “Q.” “Q's” obli- 
gation to hold the goods was dis- 
charged by “impossibility of per- 
formance.” A contractual obligation 
to hold. or deliver specific goods is 
subject to the implied condition that 
the goods will remain in existence. 
The obligation is discharged if the 
goods are destroyed without fault 
on the part of the obligor. 
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At most, “QO” was a bailee of the 
fleece under a bailment for the mu- 
tual benefit of “OQ” and “R.” Such 
a bailee is not an insurer of the 
property and is not liable in the ab- 
sence of 
able care. 

(b) “Q” 
the purchase price. 
is normally upon the person holding 
title. “R’ was the owner of the 
fleece at the time of its destruction. 
The contract here was for specific, 
identified property and was there- 
fore a “contract of sale,” not a 
“contract to sell.”’ In a contract for 
the sale of specific, identified goods 
in a deliverable state, title and the 
risk of loss pass to the buyer when 
the contract is made, in the absence 
of stipulation to the contrary. This 
is so even though the buyer is to 
receive and to pay for the goods at 
a later date. 

(c) If the policy had been as- 
signed to “R”’ with the consent of 
the insurance company there would 
be no doubt of his right to the bene- 
fit of insurance. In the absence of 
an assignment the judicial opinion 
is divided. The strict view would 
deny “R” any right to the insurance. 
The fire insurance contract is a 
“personal” one and an assignment 
without the consent of the insurer 
would be ineffective against the in- 
surer. A more liberal view, for 
which there is judicial authority, 
would give “R” the benefit of the 
absence of 


failure to exercise reason- 


can compel “R” 
The risk of loss 


to pay 


insurance even in the 
such assignment. This view pro- 





ceeds on the following theory: As 
between “Q” and “R,” the latter 
carries the obligation to pay the 
price, bears the risk of loss, and is 
the real owner of the goods. “Q's” 
only concern is payment of the speci- 
fied purchase price, and his only in- 
terest in the goods is to hold them as 
security for payment of the price. 
Accordingly, “R,” who is the owner 
and bears all the burdens should be 
entitled to the benefit of the insur- 
ance. 


QUESTION 7 

(a) “S,” a valuable client of an 
insurance brokerage firm, has a 
small fleet of eight trucks and con- 
templates becoming a common car- 
ricr of goods. He has heard that 
such carriers are subject to various 
legal liabilities and wishes to protect 
himself by insurance. 

(1) What is the extent of a 
common carrier’s common law lia- 
bility for goods carried by it? 

(2) To what extent may such 
a carrier limit its liability by contrac- 
tual stipulation? To what extent ts 
it unable to limit its liability? Ex- 
plain. 

(b) “Even though many persons 
use the terms, ‘Waiver’ and ‘estop- 
pel’ as if synonymous, nevertheless 
they are different.” 

(1) How do you distinguish 
between “waiver” and “estoppel”? 

(2) Explain, with an illus- 
what is meant by the doc- 
“parol waiver.” 
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Answer 


(a) (1) Under the common law 
rule a common carrier is virtually 
an insurer of goods carried by it. 
The carrier is hable for destruction 
or damage to the goods except where 
such destruction or damage is caused 
by: an act of God, such as an earth- 
quake or flood; an act of a public 
enemy ; or fault of the shipper, such 
as improper packing by the shipper. 

(2) The carrier may by con- 
tractual stipulation limit its liability 
to standards of ordinary care. It 
may provide that it shall be liable 
only tor failure to exercise reason- 
able care or normal prudence. The 
carrier is also usually permitted to 
limit the amount of its liability. It 
may require the shipper to declare 
the value of the goods shipped and 
it may provide that it shall not be 
liable beyond the amount thus de- 
clared. 

An attempt to contract away 
all responsibility and to declare that 
it shall not be liable even for negli- 
gence is contrary to public policy 
and void. 

(b) (1) “Waiver” is the inten- 
tional surrender or voluntary relin- 
quishment of a known right. For 
instance, a tenant breaks a condition 
in the lease, which breach confers 
upon the landlord the right to ter- 
minate the lease and take possession. 
The landlord informs the tenant that 
the landlord will not terminate the 
lease and that the tenant may con- 
tinue in possession upon making 
good the default within a certain 
period. This action constitutes a 
“waiver” on the part of the land- 
lord. 


“Estoppel” is a preclusion in- 
voked to bar or “estop” a person 
from acting in a manner inconsistent 
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with his prior conduct on which in- 
nocent third parties have relied. For 
instance, an insurance company by 
its conduct permits an agent to ap- 
pear to have certain authority. Third 
parties who deal with the agent 
within the scope of and in reliance 
on this apparent authority will be 
protected. The company is “es- 
topped” to assert, as against such 
third parties, that the agent lacked 
authority. 

(2) A “parol” waiver is one 
not expressed in the contract. For 
example, a shopkeeper obtains a fire 
policy which contains the condition 
that no petroleum will be kept on 
the premises. When the policy is 
delivered he informs the agent that 
he desires to maintain eight barrels 
of petroleum in the store in keeping 
with his past practice. The agent 
tells him that this may be done and 
that no objection will be raised. The 
agent’s statement constitutes a parol 
waiver. 

Courts have commonly held 
that an insurance company is bound 
by parol waivers of its agents, even 
though the policy expressly forbids 
such waivers. These decisions have 
given rise to the so-called rule or 
“doctrine of parol waiver” in the 
field of insurance. 


QUESTION 8 


“T” purchased a radio under a 
contract of conditional sale. He then 
executed a chattel mortgage on a 
piano which he owned. A few days 
later he insured his furniture and 
household goods against fire. 

(a) Explain what is meant by (1) 
a conditional sale, (2) a chattel 
mortgage. 

(b) In the event that the radio 
and piano are destroyed by fire, 
would the insurance company have 
any valid grounds for resisting pay- 
ment of “T’s” claim for the loss? 
Be specific in your answer and ex- 
planation. 


Answer 


(a) (1) A conditional sale is a 
sale on the deferred payment plan. 
Possession of the article sold is 
transferred to the buyer, but the title 
remains with the seller until the 
purchase price has been paid in full. 
The most common example is the 
ordinary instalment purchase. The 


Best’s Fire and Casualty News 








in- 
For 
by 
ap- 
‘ird 
ent 
nce 
be 


ich 
<ed 


ne 
‘or 
fire 
ion 

on 


hat 
els 
ing 
ent 
ind 
‘he 
rol 


eld 
nd 
en 
ids 
ive 
or 
he 








buyer agrees to pay the price in 
stipulated instalments and receives 
the article, but the title remains in 
the seller’s hands and does not pass 
to the buyer until the last instalment 
js paid. 

(2) A chattel mortgage is a 
mortgage on tangible personal prop- 
erty, as distinguished from a mort- 
gage on real estate. Title to and 
possession of the chattel mortgage 
are in the mortgagor. The mortgagee 
acquires a lien on the mortgagor’s 
chattel. The mortgage is created to 
give the mortgagee security for some 
obligation of the mortgagor to the 
mortgagee. If the mortgagor de- 
faults on the obligation for which 
the mortgage is given the mortgagee 
may foreclose the mortgage. 

(b) The 1918 New York Stand- 
ard Fire Policy contains an exclu- 
sion for goods encumbered by chat- 
tel mortgage unless the consent of 
the company is obtained by appro- 
priate endorsement. Therefore, un- 
der this policy “T” will not recover 
for loss of the piano, in the absence 
of such endorsement. 

The 1918 form also requires that 
the insured be the “sole and uncon- 
ditional owner” of the goods car- 
ried. A strict view denies “T” 
recovery for loss of the radio, on 
the ground that he was merely the 
buyer of the radio under a condi- 
tional sale contract and therefore 
not the unconditional and sole owner 
of the article. There are court deci- 
sions, however, which would allow 
“T” recovery for loss of the radio. 
The argument in support of this 
view is: The conditional vendee 
bears all the burdens of ownership. 
He bears the risk of loss and his 
obligation to pay for the goods is 
not terminated by destruction of the 
goods. The vendor, on the other 
hand, retains title merely as security 
for payment of the price. For all 
practical and legal purposes, there- 
fore, the vendee may be considered 
the owner of the goods. 

The “sole and unconditional own- 
ership” clause and the “chattel mort- 
gage exclusion” are omitted from 
the 1943 New York Standard Fire 
Policy. This policy is in effect an 
“interest” policy and covers the in- 
sured’s interest in the goods insured. 
Hence, under this form “T” will be 
entitled to recover’ for the loss of 
the piano and the radio. 
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QUESTION 9 


In July, 1945, “V” obtained a 
lease on very desirable premises for 
three years commencing June 1, 
1946, at a rental of $800.00 per 
month. The lease provided that if 
fire necessitated repair requiring 
over YO days, the lease could be can- 
celed. On December 1, 1945, “V” 
concluded that the lease was $300.00 
per month more favorable to him 
than any other obtainable at that 
time. 

(a) On December 1, 1945, did 
“V” have any insurable interest in 
the $300.00 differential? If so, how 
much? If none, why not? Indicate 
the tests you have used in order to 
arrive at your conclusion. 

(b) If the lease did not have the 
cancellation clause mentioned above, 
would your answer to (a) be the 
same? Why? 


Answer 

(a) On December 1, 1945 “VY” 
did have an insurable interest in the 
differential, because cancellation of 
the lease following a fire would 
force “V” to obtain new premises 
elsewhere at a higher rent. Assum- 
ing that his calculation is correct and 
is not based on fanciful or arbitrary 
figures, he has an insurable interest 
in the entire $300.00 differential. 
The total amount of the insurable 
interest is the aggregate amount of 
the higher rental he would have to 
pay. Specifically this replacement 
loss is the present value of $300.00 
per month for 36 months. 

The insurable interest exists on 
December 1, 1945, even though the 
term of the lease does not actually 
begin until June 1, 1946. The lease 
represents a binding contractual 
commitment from the moment it is 
made, even though the specified 
term may not begin until a future 
date. Of course, an insurable inter- 
est must exist at the time of the 
loss, and the total sum recoverable 
will be measured by the provable 
amount of the differential for the 
unexpired balance of the term when 
the loss occurs. 

(b) If the lease did not have the 
cancellation clause, and if the lease 
did not require the landlord to re- 
pair or restore the premises in the 
event of fire, the answer would be 
the same as in (a). In the absence 
of provision or agreement to the 
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contrary, the landlord is not obliged 
to repair or restore the premises 
damaged or destroyed by fire. The 
destruction of the subject matter 
(commercial property) would con- 
stitute a discharge of the lease by 
operation of law. The respective 
(Continued on the next page) 
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vbligations of both parties under the 
lease would be discharged. “\V” 
would have to replace the lease by 
seeking premises elsewhere, and the 
measure of his insurable interest and 
resulting loss would be the same as 
in (a). 

On the other hand, if the lease 
contained a clause requiring repair 
or restoration by the landlord, in 
case of fire, the answer would be 
different. In that event, “V's” obli- 
gations under the lease would not 
be discharged, but merely suspended 
or deferred. His insurable interest 
would be only for the interim pe- 
riod during which the repairs or re- 
storation deprived him of privilege 
of occupancy. 


QUESTION 10 


“W” owed $400 to “X,” an insur- 
ance broker. In order to effect pay- 
ment of this debt, “WW” drew a nego- 
tiable draft on “Y” for $400 payable 
to the order of “X” one month after 
date. Three days later “X”’ indorsed 
the draft in blank and delivered it 


to “Z,” a holder in due course. On 
the day following “Z” presented the 
draft to“ Y” for acceptance, but “Y" 
refused to honor the draft and dis- 
claimed all liability thereon, although 
at this time he owed “W” $2,000. 
“Z” promptly notified “W” and “X”’ 
of what had occurred. 

(a) What rights, if any, does “Z” 
have against “Y,” “X” and “W”"? 
Explain your answer. 

(b) Explain what is meant by a 
“holder in due course.” 

(c) Identify each of the requisites 
of a negotiable draft to be found in 
the above problem. 


Answer 
(a) “Z’ has no rights against 
“VY.” the drawee. A drawee of a 


draft is under no obligation to the 
payee or any other holder until or 
unless the drawee accepts the in- 
strument. A draft does not consti- 
tute an assignment of a drawer’s 
claim against a drawee. Therefore, 
it is immaterial that “Y” owed “W,” 
the drawer, $2,000 at the time “Y” 
refused to honor the draft. 
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“Z” may hold “X” for the amount 
of the draft, since ‘“X” indorsed the 
draft. The indorser assumes a sec- 
ondary liability on the instrument. 

“Z’’ may hold “W” for the 
amount of the draft. The drawer 
assumes a contingent liability on the 
instrument, and thereby obligates 
himself to make good in the event 
that the drawee fails to honor the 
instrument. 

(b) A holder in due course is a 
person who acquires a negotiable in- 
strument under given conditions. 
The conditions are: The instrument 
must be complete and regular, and 
the holder must acquire it before 
maturity, for value, and innocently 
(without knowledge or notice of de- 
fects or of defenses of prior par- 
ties ). 

(c) The requisites of a negotiable 
draft, each of which is satisfied by 
the draft given in this problem are 
these: It must be in writing and 
signed by the drawer; it must name 
the drawee or identify him with 
reasonable certainty ; it must be pay- 
able in money at a fixed or determin- 
able future time; it must be free of 
conditions ; it must contain words of 
negotiability, that is, must be pay- 
able “to order” or “bearer.” 


AUTO RATES TOO LOW 


ITHOUT the benefit of de- 

tailed which the 
war conditions eliminated, our judg- 
ment rates proved to be far too 
conservative in the light of the actual 
developments in 1946 as to accident 
frequency and claim costs,” William 
H. Brewster, manager of the auto- 
mobile division of the National 
Bureau of Casualty and Surety Un- 
derwriters, told members of the 
Vermont Association of Insurance 
Agents. “The latest country-wide 
figures show that the average bodily 
injury claim now costs at least 30% 
more than in 1941, and the average 
property damage claim costs at least 
80% more than in 1941. The in- 
crease tor bodily injury is due to 
larger claims and higher verdicts. 
For property damage the increased 
costs are caused by higher costs of 
labor and material in addition to 
design of the new cars,” Mr. Brew- 
ster told the agents. 
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Public Understanding—from 3! 


I am afraid we haven't done as 
well there. Too many people do not 
yet know that 10 per cent of the fire 
insurance on the contents of their 
homes covers the things they take 
away from home when they travel. 
Too many automobile owners have 
not yet heard of medical payments. 
I think it is fair to say that the com- 
panies have relied too much on 
others to tell the public about the 
things they have done. They have 
left it to their representatives in the 
field, to tell the public about these 


improvemients atid liberalizatioris. 
Actually the job is too big for the 
insurance agents and brokers to do 
alone. 

Perhaps also companies have re- 
lied too much on boards, bureaus 
and associations to handle this prob- 
lem. One of the things that the 
U. S. Army and certain large cor- 
porations learned about public rela- 
tions during the war is that it is not 
a job that can be successfully cen- 
tralized. Each unit must handle its 
own public relations work, if the job 
is to be well done. When the last 
World War started the United 
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States Army began training with 
wooden guns, jalopies instead of 
tanks, and minus most of the equip- 
ment that a good army should have. 
At that particular period criticism 
was severe and vocal as to our lack 
of preparation for war. 

The army did a magnificent job 
of correcting all of these defects and 
correcting them quickly and _ then 
letting the American people know 
that the defects had been corrected, 
To do this job, it did not depend on 
one man in the Pentagon Building 
in Washington, or even a group of 
men in that one place. It took its 
newspaper reporters who had en- 
listed or had been drafted, its ad- 
vertising craftsmen, its artists, and 
all of the others who knew the tech- 
niques of public relations and put 
them to work, not only in Washing- 
ton but in headquarters here, there 
and elsewhere and in every camp 
and in every location not only 
throughout the United States but 
throughout the world. 

In a rather un-military way, the 
army gave these men their head; 
and I believe you will agree with 
me that the army came out of this 
war admired not only for its combat 
abilities but for its general all-round 
excellence in every respect. 


We Can Do It 


We in the insurance business are 
in a position to do an excellent job 
of public relations if we will only 
remember certain things. We must 
remember that it cannot be done by 
some particular man or group of 
men in New York or Hartford, but 
that the work has to be done in 
Detroit, in Kalamazoo, at Muskegon 
and everywhere else that insurance 
is sold and insurance is purchased. 

We must talk to the public as in- 
dividuals, one at a time, and as 
groups, millions at a time. We are 
and have long been experts in the 
person to person method but in the 
use of mass methods there are lines 
of business that have done better 
than we. 


Media of Publicity 


The mass methods of today in- 
volve the use of three media. There 
are newspapers, there are magazines 
and there are radio stations and net- 
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works. The insurance business 
should use all three—even though 
that entails a bigger bill for adver- 
tising than we are accustomed to 


Pater World War I, there was 
only one medium, the newspaper, 
through which business could talk 
co the great mass of the American 
people. The magazine at that time 
was still read largely by the upper 
class, a portion of the upper middle 
cass, and students in colleges and 
high schools. Radio broadcasting 
was yet to be developed. 

Today, newspapers do the job 
even more thoroughly than they did 
a quarter of a century ago. They 
have nearly doubled their daily cir- 
culation and more than doubled 
their Sunday circulation. Magazines 
have seven and one-half times the 
circulation that they had a quarter 
of a century ago; indeed, their cir- 
culation is just about the equivalent 
of the total population. And then 
there is this new, powerful medium 
of communication—radio. There are 
radios in more than 90% of the 
homes of the country and they have 
a potential audience of 125,000,000 
people. 

Each of these three types of media 
—the newspaper, the magazine and 
the radio—has its own special quali- 
ties and if we use each of them for 
the particular tasks that they are 
best fitted to do then we can say we 
are doing effectively the job of let- 
ting the public know that insurance 
serves it and serves it well. 


Some of the companies have spent 
a lot of money on advertising in re- 
cent years. They have tried to tell 
the public what they were doing for 
it by magazine and newspaper ad- 
vertisements and by means of the 
radio. But it’s a big job to reach 
140,000,000 people—and not enough 
of us have been working at it and 
working at it steadily. 
_ I think that we have succeeded 
in selling the needs for the basic 
lines of insurance to the public. The 
active demand that exists at present 
for almost all lines of insurance is 
evidence of that. But I doubt if the 
public realizes how much has been 
done to improve many of these lines 
of insurance in recent years. We 
have not yet gained credit in the 
minds of the public for the progres- 
sive work which we have been do- 
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ing. The companies are fully aware 
of this problem and are working on 
it. During the next ten years they 
hope to measure up to the second 
part of my friendly relations for- 
mula, as well as they measured up 
to the first part in the past decade. 


The Agent's Progress 


How well have the men in the 
field measured up to my formula for 
promoting a more sympathetic un- 
derstanding of the insurance busi- 
ness in the minds of the public? 
Have they done a good job at a fair 
price? Have they let the public 
know that they were doing it? 

There’s no question as to the an- 
swer, as far as the first part of the 
formula is concerned. They have 
done a fine job in making the Amer- 
ican public realize how insurance 
can serve them. The huge volume 
of business in force, the record- 
breaking production in nearly all 
lines of insurance that is taking place 
this year bear witness to that. 
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They have done a good job in 
measuring men’s insurance to fit 
their needs; in adapting the insur- 
ance to meet changing economic 
conditions and changing personal 
circumstances. I doubt if there are 
many agents or brokers who have 
not recently reviewed the fire in- 
surance they have written on the 
homes and personal possessions of 
their clients and pointed out to each 
of them how much more he needs 
to keep pace with increased values. 
No longer are agents content to sell 
an insurance policy. They sell pro- 
tection measured to meet individual 
needs. They pride themselves in 
guarding their clients against the 
most costly hazards that threaten 
them. They include medical pay- 
ments, increased living expense, 
double indemnity for accidental 
death and other associated coverages 
where they feel they are needed, and 
they keep their clients’ insurance up 
to date. Taken as a whole, they 
have done an outstandingly fine job 


(Continued on the next page) 
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Public Understanding—Continued 


in servicing their clients—and cer- 
tainly the commissions they have 
earned on the business they have 
written are not an exorbitant recol- 
pense for the services they have 
rendered. 

As far as the second part of the 
formula: “Let tne puviic know you 
are doing it) 1s concerned, | think 
the agents have done a better job 
in this respect than have the com- 
panies—but it is not yet quite good 
enough. 

I have noticed a very distinct 
change in attitude toward their 1n- 
surance men on the part of many 
business men in recent years. No 
longer is it popular or amusing to 
make slighting references to insur- 
ance agents. Today many men re- 
gard their insurance agents or 
brokers as their friends. They boast 
of the good job they have done for 
them. Many of them feel for their 
insurance men much the same degree 
of affection that they hold for their 
old family doctors. And_ perhaps 
more important, they are inclined 
to accept their recommendations 
without argument or evasion. 

Most agents are doing a fine job 
in raising themselves in the esteem 
of their own clientele—but, there 1s 
much work yet to be done. Too 
many people are still buying some 
of their insurance from direct-writ- 
ing companies. Too many people do 
not yet realize that that part of their 
premium which pays for the agents’ 
services gives them just as good 
value for the money as that part of 
their premium which pays for the 
insurance protection. Perhaps one 
reason for this is that agents have 
been too modest. They have spent 
too large a percentage of their time 





lnsurance ¢ ompany 


selling the need for the various lines 
of insurance—and too little im seil- 
ing the value of their own services. 
As a consequence, a segment ot tne 
public is better sold on the need tor 
imsurance than it is on the need tor 
the insurance agent. A number of 
companies have recognized this, and 
have devoted a substantial part ot 
their advertising appropriations to 
selling the value ot the agents’ and 
brokers’ services. but here again 1s 
a job that can't be centralized in 
insurance company home offices. 
The agent must show his clients 
what he, as their insurance man, 
does for them as well as what the 
various lines of insurance will do 
for them. He must not hide his own 
light under a bushel. 


Social Value of Insurance 


3efore I close | would like to say 
a word about the social value of the 
work which agents are doing. 

There are two ways of helping 
people who have suffered misfor- 
tune: charity and insurance. The 
acceptance of charity often weakens 
the fiber of the individual or family 
which it assists. Insurance, on the 
other hand, helps people to help 
themselves. It does not undermine 
a man’s self-respect to accept insur- 
ance benefits. He has paid for his 
insurance. If the contingency against 
which he has insured occurs, he is 
as fully entitled to the benefits as 
he is to any other pyrchase for 
which he had laid his money on the 
counter. Insurance accomplishes 
more than charity can attempt to do 
—and does it without making de- 
pendents of those who receive its 
benefits. 

Insurance agents are doing far 
more than merely earning a living; 


they are helping people to help 
themselves. Anu that, | am con- 
vinced, is about the most usefy! 
service .that one man can render 


unto another. 

It was not my purpose to compli- 
ment either the agent or the com- 
panies for the job that has been done 
in creating a_ better understanding 
of the insurance business in the 
minds of the public. If I have given 
credit, it was only where I felt that 
credit is due. \We can never afford 
to become complacent about this par- 
ticular task; we can never feel that 
it is done. This is the kind of job 
that no matter how well it may be 
carried out, is never done. The pub- 
lic is not a huge audience sitting 
before us in a gigantic amphitheater. 
It is a huge parade, continually pass- 
ing by. We may 
vincing a substantial percentage of 
that part of the parade that is di- 
rectly in front of us today. But—by 
tomorrow, some of those who have 


succeed in con- 


heard our have moved 


along, and some of those who have 


message 


not heard have moved into the range 
of our voices. This job ot promot- 
ing a better understanding of the 
insurance business in the minds of 
the public might well be regarded 
as the most important task we face. 
Whether the insurance business of 
the future be nationalized or whether 
it remain a part of the private en- 
terprise system may depend on how 
well we do it. I feel that both the 
men in the field and those in the 
home offices have made real progress 
in the past decade. But we must not 
regard the results we have achieved 
as laurels to rest upon, but rather as 
an incentive to greater achievement 
in the years that lie ahead. 


From an address hefore the Detroit Associa 


tion of Insurance Agents 
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AETNA (Fire) Insurance Company 
Hartford, Connecticut 


Capital Increase Approved 


Stockholders of the Aetna Insurance Company at a 
meeting held June 16 approved the recommendation of 
directors for an increase in the paid-in capital from 
$7,500,000 to $10,000,000 by the issuance of 250,000 
additional shares of $10 par value stock. Stockholders 
of record, June 18 are entitled to subscribe for one new 
share for each three shares held. Present prospects are 
that the new shares will be offered at a price of $40 each. 
Rights will be mailed to stockholders on July 11 and 
will expire ten days later. A syndicate headed by Dil- 
lon, Read & Co. and W. C. Langley & Co. has under- 
written all unsubscribed stock. 


ATLANTIC Casualty Company 


Newark, New Jersey 
New Money 


The American Automobile Association of New Jer- 
sey contributed $100,000 to the surplus of the company 
during February, 1947. As of March 14, 1947, the con- 
tribution was transferred from surplus to capital and 
the par value of stock increased from $2 to $4, per 
share. Capital was increased to enable the company to 
write a full-coverage automobile policy, previously it 
had written only automobile liability and property 
damage. 


BANKERS Life & Casualty Company 
Chicago, Illinois 


Completes Merger 


The Westminster Life Insurance Company, an assess- 
ment life company, Chicago, was merged with this or- 
ganization during May, 1947. The Bankers Life & 
Casualty Company was the surviving organization. 
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CALEDONIAN Group 


Hartford, Connecticut 


Executive Changes 


Effective June 1, George L. Armstrong was appointed 
a director and deputy chairman of the U. S. Boards of 
Caledonian Insurance Company and Netherlands In- 
surance Company and also was advanced from vice 
president to president of the Caledonian American In- 
surance Company. In his new capacity Mr. Armstrong 
is assisting Henry Carter who because of illness has 
found it necessary to relinquish part of his duties. How- 
ever, Mr. Carter continues as a director of all three 
companies and retains the chairmanship of the boards 
of the Caledonian and Netherlands. 


CHURCH PROPERTIES Fire Insurance 
Corporation, New York, New York 


New Title—Additional Resources 


For the purpose of simplification this company early 
last month eliminated the word “Properties” from its 
title and is now known as the “Church Fire Insurance 
Corporation.” Concurrently additional 
$300,000 were contributed raising the paid-in capital 
from $300,000 to $500,000 and adding the remaining 
$100,000 to net surplus. With these new funds the 
policyholders’ surplus of the company now exceeds 
$1,000,000. 


resources of 


CONTINENTAL Casualty Company 
Chicago, Illinois 


Proposes Capital Increase 


A proposal to increase capital from $5,000,000 to 
$6,000,000 through the issuance of 100,000 shares of 
new stock, par value $10 each, will be presented to 
stockholders of the Continental Casualty Company, 


(Continued on the next page) 
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CONTINENTAL CASUALTY—Continued 


for approval on July 23, 1947. Stockholders are to be 
given the right to purchase one new share for each five 
shares owned on a date to be specified. Stock not taken 
up under these rights will be purchased by a group of 
investment bankers acting as underwriters of the new 
issue, 

Net premium writings of the company have almost 
doubled during the last five years with a volume of 
$54,960,000 reported in 1946. Management estimated 
volume would be between $60,000,000 and $65,000,000 
in 1947. It was decided that, in the interest of sound 
growth, the capital base should be increased by the 
issuance of additional stock. 


CORROON & REYNOLDS Group 
New York, New York 


A. N. Butler Deceased 


Albert N. Butler, vice president and director of the 
Corroon & Reynolds Group of insurance companies, 
died suddenly on June 3 at the age of 58 while attend- 
ing the annual convention of the National Association 
of Insurance Commissioners in Atlantic City. 

Mr. Butler, a well-liked and very capable executive, 
had a long experience in the insurance field. He joined 
the New York State Insurance Department as a stenog- 
rapher in 1914 and became an examiner a year later. 
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In 1925 he was appointed chief examiner of fire and 
marine companies, leaving that position in July, 1930, 
to join the stock exchange firm of J. A. Sisto & Com- 
pany. He returned to the Insurance Department in 
1932 as a Deputy Superintendent and in 1933 he 
joined Corroon & Reynolds as a vice president and di- 
rector of all the companies in that group. He also was 
a director of the American Reserve Insurance Company 


of New York. 


DORCHESTER Mutual Fire Insurance Company 


Boston, Massachusetts 


Dividends Reduced 


The dividend rate of the Dorchester Mutual Fire In- 
surance Company on fire and allied lines was reduced 
from 20% to 15% effective July 1. The dividend of 
10% on automobile policies, in effect since January 1, 
1947, remains unchanged. This action was taken be- 
cause of the sharply reduced underwriting profit margin 
in recent vears brought about by mounting loss claims, 


EAGLE-GLOBE-ROYAL Indemnity Companies 
New York, New York 


Executive Changes 


Moses A. Craig recently retired as vice president in 
charge of the fidelity and surety department of the 
Globe Indemnity and manager of the bonding depart- 
ments of the Eagle and Royal Indemnity Companies. 
F. J. Sayler will succeed Mr. Craig as manager of the 
bonding departments of the three companies. 


FACTORY Insurance Association 
Hartford, Connecticut 


R.F.C. Contract Terminated 


Effective June 30, 1947 the Factory Insurance Asso- 
ciation terminated its arrangements with the Reconstruc- 
tion Finance Corporation under which the F.1.A. under- 
wrote and serviced over 85% of its vast insured 
industrial plant program in the United States. This 
business had been written at certain rate discounts. 

As a war emergency measure only, the F.1.A. ac- 
cepted contracts of insurance which were designed 
solely for federal government agencies. Acceptances 
included many classes of risks not normally written by 
the association but were included as an inseparable 
part of the government’s wartime insurance program. 
With the termination of hostilities and the return of 
these properties to peacetime commercial use. the F.LA. 
has held a number of conferences with representatives 
of the R.F.C. to the end that the association, too, might 
reconvert to peacetime insurance practices. 
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The Factory Insurance Association, however, is pre- 
pared to write acceptable risks of the R.F.C. on stand- 
ard commercial forms and at applicable rates for any 
agent or broker designated by the assured or his duly 
authorized representative in accordance with the estab- 
lished practice of the association in the fields of private 


business. 


FARMERS AUTOMOBILE Inter-Insurance 


Exchange, Los Angeles, California 


Shortens Title 


The exchange shortened its title to Farmers Insur- 
ance Exchange, effective May 1, 1947. 


HANOVER Fire Group 
New York, New York 


New Director 


Frank J. O’Brien, president of Metal & Thermit 
Corporation, has been elected a director of The Hanover 
Fire Insurance Company and the Fulton Fire Insurance 
Company. 


INSURORS INDEMNITY and Insurance 
Company, Tulsa, Oklahoma 


Green Resigns 


The resignation of Shelby H. Green as president and 
director was recently announced by the company. 


KEYSTONE Mutual Casualty Company 
Pittsburgh, Pennsylvania 


Out of Business 


At a hearing before the attorney general of Pennsyl- 
vania on June 25, 1947, directors of the mutual re- 
quested that the State Insurance Department take over 
the company. A court order for the company’s liquida- 
tion was approved June 26, 1947. 

At the hearing Deputy-Attorney General Umsted 
stated that the surplus as shown by the examiners’ audit 
and that by the statement filed by the mutual on Decem- 
ber 31, 1946, differed by approximately $3,000,000. The 
preliminary departmental examination showed a surplus 
impairment of $1,590,412 whereas the company reported 
a surplus of $1,439,066. Counsel for the Insurance De- 
partment held that the “company was mismanaged and 
accepted business no conservative company would 
write. 

Prior to this action, James F. Malone, Jr., Insurance 
Commissioner of Pennsylvania, suspended the com- 
pany’s authorization to do business, as of June 17, 1947. 


(Continued on the next page) 
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St. Louis — Washington 
Underwriters 


OF THE 


ST. LOUIS FIRE & MARINE 


INSURANCE CO. 


AND THE 


WASHINGTON FIRE & MARINE 


INSURANCE CO. 


ST. LOUIS, MO. 
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Established 1915 


Specializing in 
Service to 


Agent and Insured 


EUREKA 
CASUALTY COMPANY 


PHILADELPHIA, PENNSYLVANIA 
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UNITED STATES 
CASUALTY COMPANY 





Home Office 


60 John Street New York City 
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Casualty — Fire 
Automobile and Surety 
Reinsurance 


Catastrophe—Excess of Loss 


Treaty and Specific 


Specialty covers including: 


Fleets — Motor Cargo — Aggregate 
Excess — Surcharge Premium Guarantee 


EXCESS 
UNDERWRITERS 


INC. 
90 JOHN STREET - NEW YORK 
CHICAGO OFFICE 
INSURANCE EXCHANGE BUILDING 
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KEYSTONE MUTUAL—Continued 


The suspension order followed an order of June 4th, 
that the company cease accepting business, new or re- 
newal. ; 


LITITZ MUTUAL Insurance Company 


Lititz, Pennsylvania 
Dividend and Deviation Changes 


The trend of higher losses is responsible for the 
reduced returns now in effect on policies of the Lititz 
Mutual Insurance Company. The deviation on general 
business was reduced from 20% to 15% on April 1. In 
North Carolina, Virginia and the District of Columbia, 
where policies are issued at full tariff rates, the divi- 
dend is now being lowered from 20% to 15%. 


LLOYDS Underwriters 
London, England 


Duncan Deceased 


Oscar Dibble Duncan, United States general counsel 
for Lloyds Non-Marine Underwriters, died suddenly 
on June 12 at the age of 73. Mr. Duncan enjoyed the 
distinction of being one of only two non-British persons 
ever to be elected honorary members of Lloyds and, 
until his death, Mr. Duncan shared with Winston 
Churchill the further distinction of being the only liv- 
ing honorary members of that organization. 


MERCHANTS MUTUAL CASUALTY 
Company, Buffalo, New York 


Resumes Dividends 


As of April 1, 1947, automobile dividends (except on 
Massachusetts business) were resumed at a 712% rate, 
while dividends on other lines were reduced to 72%, 
with the exception of personal accident business, on 
which no dividends are paid. The company had sus- 
pended payment of all dividends on automobile in- 
surance on April 1, 1946. 


MUTUAL Fire Insurance Company in 
Harford County, Bel Air, Maryland 


New Title 

The Mutual Fire Insurance Company in Harford 
County revised its title to The Harford Mutual Insur- 
ance Company as of April 15, 1947. 
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NATIONAL UNION Fire Insurance Company 
Pittsburgh, Pennsylvania 


Propose Recapitalization 


A special meeting of the stockholders of this com- 
pany has been called for August 20 to vote upon a plan 
of recapitalization which has been approved and _ rec- 
ommended by its board of directors. 

Stockholders will be asked to approve a + for 1 split 
of the shares by changing par value from $20 to $5 
each and to authorize the issuance, at the discretion of 
the board of directors, of 180,000 additional shares of 
the new $5 par stock at a price to be set by the stock- 
holders. 

J. M. Thomas, president of the company, in a letter 
to stockholders pointed out that the purpose of the plan 
of recapitalization is twofold: to increase the capital 
funds of the company and, by the reduction of the par 
value of its shares, to broaden the market for their sale 
and to bring them within the price range at which 
shares of many comparable companies are traded. He 
further stated that it is the expectation of the board of 
directors that if the plan of recapitalization is adopted 
and its provisions carried into effect the future earn- 
ings of the company will make practicable the continu- 
ance of the present rate of dividend that is $1.25 per 
share on the new stock or $5 on the old stock, annually. 


THE OHIO CASUALTY Insurance Company 
Hamilton, Ohio 


Declares Stock Dividend 


On April 16th the stockholders approved plans for 
a 25% stock dividend and as of April 17th the capital 
was increased from $1,200,000 to $1,500,000. 


PACIFIC EMPLOYERS Insurance Company 


Los Angeles, California 


Revises Capital 


This organization will increase capital from $1,000,- 
000 to $1,350,000 through a 20% stock dividend ($200,- 
000) and the sale of 1,500 shares of stock, par value 
$100 each, at $300 per share. 


POTOMAC Insurance Company 
Washington, D. C. 


Authorized Capital and Powers Enlarged 


Stockholders of the company at a meeting held on 
June 24 approved an increase in the authorized capital 
trom $1,000,000 to $2,000,000 and also authorized a 
charter amendment enlarging the underwriting powers 
to include the writing of casualty lines. It is our under- 
standing that the management has no immediate plans 
for any change in the present paid in capital of $1,000,- 
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@ 900 ROOMS WITH BATH, CHAIRSIDE 
RADIO, SERVIDOR, AND CIRCULATING 
ICE WATER 


@ TWO EXCELLENT RESTAURANTS 
@ COCKTAIL LOUNGE 

@ CONVENIENT LOCATION 

@ GARAGE AND PARKING FACILITIES 


H F H 
OTEL FORT SHELBY 


DETROIT 


J. E. FRAWLEY, GENERAL MANAGER 
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“Building 
AGENTS’ SALES” 


@ Yes, the Hawkeye-Security Companies build 
sales for Agents. First, they offer full Casualty 
and Fire policies, designed to give your clients 
maximum protection. 


@ Too, they service Agents speedily and efficiently. 
Claims are paid promptly . . . no red tape 
to hamper Agents. Field Representatives work 
closely with Agents. Yes, the Hawkeye-Security 
Companies are good companies to do business 
with. 


Hawkeye Casualty Co. 


DES MOINES, IA. 


Security Fire Insurance Co. 


of 
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Group Service 
in One Company 


Fire and Windstorm 
and all Allied Lines 


All forms Casualty Insurance 





Aviation Insurance 
Fidelity and Surety Bonds 


AMERICAN - 
FIRE AND CASUALTY COMPANY 


Nation-wide Claim Service 


Home Office — Orlando, Florida 








LEONHART anp COMPANY, INc. 


REINSURANCE 


Treaty * Facultative 


40 Exchange Place 
NEW YORK 5.N. Y. 
Hanover 2-6384 


1020 St. Paul Street 
BALTIMORE 2, MD. 
$6.3:7 


Vernon 





What About Preferred Stock—from |7 


common stock, preferred stock or some other means 
matters little to the policyholder or claimant who has a 
prior claim on the assets of insurance companies, but it 
matters greatly that sufficient funds be available to meet 
all claims and provide a market for all reasonable re- 
quests for coverage. That present markets are nearly 
saturated is generally conceded. The difference of opin- 
ion centers on when premium volume will slow down 
its advance. The insurance industry has an obligation 
to furnish a market and should be prepared to take on 
additional volume whether or not that volume material- 
izes. To paraphrase a well-known slogan of the busi- 
ness, “It is better to have additional capital and not need 
it, than to need it and not have it.” 
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PROTECTIVE MUTUAL CASUALTY 


Insurance Company, St. Louis, Missouri 
Licensed 


This mutual was incorporated under the laws of 
Missouri on April 11, 1947 and granted a license May 
26, 1947, to write automobile insurance. Initial surplus 
of $100,000 was contributed by the Insurance Manage- 
ment Company, a Missouri corporation with a capital 


of $500,000. 


PROVIDENCE WASHINGTON Group 


Providence, Rhode Island 
Addition to Staff 


R. Stockton Rush has been elected a vice president 
of the Providence Washington and Anchor Insurance 
Companies. Mr. Rush was formerly agency secretary 
of the Insurance Company of North America and for 
the last nine months had been associated with Booth, 
Potter, Seal & Company, insurance and reinsurance 
brokers of Philadelphia. 


SOUTHERN CANADA Insurance Company 
Toronto, Canada 


In Process of Organization 


Initial steps have been taken for the formation under 
the laws of the Province of Ontario of a new joint stock 
company titled Southern Canada Insurance Company. 
Sponsored by Andrew G. Hunter, John I. Mills and 
Douglas G. Milne, it will have an authorized capital of 
$500,000. 


UNIVERSAL SURETY Corporation 


Lincoln, Nebraska 


Correction Notice 


In the June edition of Best’s Fire & CASUALTY 
News, this organization was inadvertently referred to 
as the University Surety Corporation. 


VICTORY GENERAL Insurance Corporation 
New York, N. Y. 


In Process of Organization 


The Victory General Insurance Corporation is now in 
process of organization under New York laws with the 
sponsorship of the Accident & Casualty Insurance Com- 
pany of Winterthur, Switzerland. The proposed af- 
filiate will have an initial paid-in capital of $500,000 and 
a like amount of paid-in surplus. It is the management's 
present intention to confine the affiliate’s operations at 
the start to inland and ocean marine and aircraft lines. 
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“Unforeseen events...need not change and shape the course of man’s affairs” 
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Through hard-hitting 
advertisements like this, The 
Maryland has long promoted 
safe driving...in a campaign 
that continues to earn the 
company, and its represent- 
atives, nationwide acclaim. 


LET THIS grim epitaph to a motorist in a hurry 
remind you... 


To take it easy. To slow at crossings. To pass 
only when you can see what's ahead. To pamper 
the throttle, not abuse it. To help save some of 
the 33,500 and more lives that otherwise will be 
lost this year . . . through motorists’ negligence 
or carelessness. 


thes U 16. ole kved!: 


It’s a terrific toll—and one that you, when at 
the wheel, can help lessen. By dedicating your- 
self to safe driving, by observing caution every 
mile of the way, you'll be doing your part to help 
save other people’s lives—and your own! 

The wheel of your car is a wheel of chance... 
handle it with care. 


Maryland Casualty Company, Baltimore 3, Md. 


THE MARYLAND 


MARYLAND ADVERTISEMENTS APPEAR REGULARLY IN LEADING NATIONAL MAGAZINES 








Rate Regulation—from 22 


be taken into consideration today— 
and tomorrow—in y 
profit formula ? 
That portion of the 1921 formula 
dealing with conflagrations presents 
similar questions. The 1921 formula 
defined a conflagration as any loss in 
excess of a million dollars. It also 
provided that a reasonable under- 
writing profit is 5% and allowed an 
additional 3% for conflagrations. In 
this connection the formula stated: 


determining a 


“The 3 per cent allowance for 
conflagrations is subject to revi- 
sion if and when the records of 
conflagrations to be collected by 
the National Board show that 
such 3 per cent is excessive or 
inadequate.” 

This commitment—arrived at by 
a voluntary agreement between the 
National Association of Insurance 
Commissioners and the National 
Board of: Fire Underwriters—im- 
posed an obligation upon your sub- 
committee and the industry to re- 








EADLINES in today’s newspapers 
emphatically proclaim the enormity of 
losses to American business through em- 
ployee dishonesty—losses as real as those 
from serious fires or large liability dam- 
age suits. The answer—adequate Fidel- 


ity Insurance for all employees. 


Standard of Detroit Group 
STANDARD ACCIDENT INSURANCE COMPANY, DETROIT 
PLANET INSURANCE COMPANY, DETROIT 
PILOT INSURANCE COMPANY, TORONTO 


FIRE e AUTO e MARINE e CASUALTY e FIDELITY © SURETY e AVIATION 
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view the statistics over the twenty- 
five year period. Preliminary figures 
show that the “conflagration” losses 
paid averaged about 1% of the pre- 
miums. When the first million dol- 
lars of each loss is charged to the 
experience of the state in which it 
occurs and the remainder is charged 
on a countrywide basis, in accord- 
ance with the terms of the agree- 
ment, the losses are substantially 
less than 1%. The difference be- 
tween 1% and 3% of the average 
annual nationwide fire insurance 
premiums (for stock companies li- 
censed in New York) of $565,570,- 
000 during the twenty-five years 
from 1920 to 1944, inclusive, 
amounts to $11,311,000 per annum. 
In the meantime, however, we have 
had no conflagration comparable to 
the San Francisco fire. I might add 
parenthetically that the history of 
that fire, as summarized in the Re- 
port of the Special Committee of the 
Board of Trustees of the Chamber 
of Commerce of San Francisco, 
dated November 13, 1906, should 
be required reading for every super- 
visory official entrusted with the re- 
sponsibility of passing upon fire in- 
surance rates. Furthermore, is the 
million dollar limitation for con- 
flagrations originally fixed a proper 
one in light of today’s conditions, 
having in mind the reduction in the 
value of the dollar and the fact 
that we are now living in the era of 
atomic energy? 


Fire Profits or Losses 


In addition to its exploration of 
the 3% allowance for conflagrations, 
the sub-committee will attempt to 
obtain data as to the actual profits 
or losses on fire insurance since 1921 
in relation to the 5% allowance for 
profit. This phase presents certain 
difficulties because, strange as it may 
seem, there are at the present time 
no separate profit figures on fire in- 
surance in composite form covering 
this twenty-five year period. Figures 
as to premiums earned and losses 
incurred (as well as written and 
paid) are available for the twenty- 
five years, but expense figures for 
fire separately have been available 
only since 1935. Even these figures, 
collected under the New York Fire 
and Marine Experience Exhibit, 
suffer from statistical shortcomings 
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which diminish their usefulness. It 
will be necessary to adjust any data 
compiled for distortions which are 
unavoidable in the present under- 
writing exhibit. 

And what of the improvements in 
accounting methods over the last 
twenty-five years? Cost accounting, 
to mention a single branch of ac- 
counting, has made tremendous 
strides in industry generally in the 
last twenty-five years. How can we 
better take advantage of these de- 
velopments in the field of account- 
ing not only in applying a formula 
but in showing its operations in a 
simplified and intelligible gain and 
loss exhibit which will make true 
and accurate figures available to 
those who make, regulate, and pay 
the rates? 


Profit Formula for Other Lines 


The questions which I have pro- 
pounded in connection with this 
particular phase of the problem are 
by no means all-inclusive but they 
indicate, in my opinion, the neces- 
sity for a full exploration of the 
1921 formula. They also indicate 
something else. Before June 5, 1944, 
a majority of states regulated work- 
men’s compensation rates, but other 
casualty lines were, in general, un- 
regulated. Since June 5, 1944, 
twenty-five states have undertaken 
the regulation of many casualty 
lines. What formula will be applied 
by the states undertaking to regulate 
these other lines for the first time? 
And will a formula which works 
adequately in one line of business be 
satisfactory in another line of busi- 
ness? Where will the cause of state 
regulation stand if each state de- 
velops a formula of its own? And 
how will we square ourselves with 
the spirit of the Robinson-Patman 
Act, a federal statute designed to 
prohibit unfair discrimination, and 
of state acts prohibiting unfair dis- 
crimination, if the policyholders in 
one state are called upon by law or 
administrative regulation to pay 
rates which include a higher margin 
of profit than that allowed in other 
states ? 


One of .our rate structures, in 
which stock and mutual companies 
vie for business, contains no allow- 
ance for profit whatsoever. It poses 
the question: are those companies 
which are engaged in that business 
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@ Over 98% of the policies on our books at the end 2 


of 1946 were placed by agents and brokers. 4 


@ Today there are three times as many agents and 
brokers placing business with the Atlantic companies 


as there were 10 years ago. 





These facts mean that more and more producers are convinced 
that the friendly Atlantic companies are good companies to a 


do business with — good for the insured, good for themselves. 


ATLANTIC 


ATLANTIC MUTUAL INSURANCE COMPANY 

CENTENNIAL INSURANCE COMPANY % 

ATLANTIC MUTUAL INDEMNITY COMPANY e 
FORTY-NINE WALL STREET + NEW YORK 5,N. Y. 


Albany . Baltimore . Boston . Chicago - Cleveland - Detroit . Houston - Los Angeles ‘4 
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being conducted as eleemosynary in- Congressional Powers 
stitutions, or is provision being made 
for profit in the rate structure indi- We are no longer the sole arbiters 
rectly through redundant loading ? as to the quality of our performance ; 
I raise these questions today be- Congress has the right to relieve 
cause in my own state where we ys of the obligation to regulate rates 
have had experience with rate reg- jf it is not satisfied with our work. 
ulation since 1922, the volume of 
rate-regulated business last year ex- 
ceeded $400,000,000 in a state con- 
taining approximately one-tenth of 
fhe nation’s population. With rate 
regulation on practically a country- 
wide basis, the amount of rates reg- 
ulated will run into billions of dol- 
lars. (Continued on the next page) 


Furthermore, Congress, acting 
through its committees or through 
its so-called grand jury, the Federal 
Trade Commission, has the right to 
scrutinize our performance from 
time to time even though it does not 
care to undertake the regulatory 
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Rate Regulation—Continued 


burden itself. Legislative committees 
in the various states will have the 
same privilege. In my own State of 
New York we already have had on 
several occasions legislative investi- 
gations of insurance rate making. 
Under the circumstances the picture 
is now clear. The states, in the main, 
have enacted rate regulatory laws 
pursuant to the Congressional in- 
vitation contained in U. S. Public 
Law 15. 


That, however, is merely the be- 
ginning of the undertaking. It is 
now our job to execute the second 
step, namely, to administer these 
laws fairly and competently. What 
we do must make sense; it must be 
able to withstand critical review at 
any time. And it must make sense 
not only within the confines of a 
particular state; it must do so in 
relation to the activities of other 
states in the rate regulatory field. 
The drafters of the model bills did 
not add those provisions of the bills 
allowing for cooperation among 
states and the exchange of rate 
regulatory information simply as a 
gesture. Those provisions were in- 
corporated therein as a part of a 


cooperative policy among states 
under which rate regulation must 
now function on a national basis. 

We must be at pains not to pre- 
scribe unnecessary administrative 
procedures peculiar to our own state 
and at war with workable adminis- 
trative procedures in other states. A 
prolixity of conflicting and burden- 
some administrative requirements 
can bring the whole house of state 
regulation crashing down on our 
heads. 


From an address before the National Asso- 


ciation of Insurance Commissioners. 


INSURANCE ADVERTISING 
IN CANADA 


HE solicitation and underwriting 

of business in Canada by unli- 
censed United States insurance com- 
panies may result in the passage of 
laws prohibiting Canadian news- 
papers and other publications from 
accepting advertising from U. S. 
companies not licensed to transact 
business in Canada. It is predicted 
that the Association of Superinten- 
dents of Insurance of the Provinces 
of Canada will endorse such a step 
at their next meeting. 





AIRLINE TRIP POLICIES 


N THE three recent airline accj- 

dents, a total of twenty-eight Air- 
line Trip Insurance policies aggre- 
gating $258,000 were purchased by 
passengers, according to Daniel deR, 
M. Scarritt of Associated Aviation 
Underwriters, which sells the 25 cent 
policy at all airline ticket counters 
country-wide. All policies have now 
been paid or closing papers placed in 
the hands of the beneficiaries, many 
of whom were not aware that insur- 
ance was in force until so advised by 
Associated Aviation. 


NEW STANDARD 
FIRE POLICY IN MAINE 


NEW standard fire insurance 

policy has been adopted in Maine 
for use on and after August 13, 
1947. However, present standard 
policy forms may be used after that 
date by attaching a rider prepared by 
the New England Fire Insurance 
Rating Association and approved by 
the Maine Insurance Department. 
The rider is similar to the one used 
when the 1943 New York standard 
fire policy was adopted in Connect- 
icut and Vermont. 
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gelN INDUSTRY © ON THE HIGHWAY © IN THE HOME iia 


IMPROVE YOUR THEATRE RISK 


RODUCERS who render pro- 
fessional insurance service to 
the American public realize that 


_selling is but one phase of their 


activities. Service, before and after 
the sale, and conservation efforts are 
becoming increasingly important 
features of the producer’s stock in 
trade. 

With the great stress today upon 
public relations the producer’s best 
opportunity lies in his ability to as- 
sume the role of professional con- 
sultant to his clients. Every pro- 
ducer should become familiar with 
the fire and casualty hazards of the 
risks he writes. Knowledge of these 
hazards and helpful suggestions to 
clients for corrections will build 
customer good will. A sound com- 
munity reputation will be the pro- 
ducer’s reward. 

Better relations with companies 
will also ensue. More acceptable 
risks will naturally find speedier 
favor with home office underwriters, 
and the processing of business will 
be expedited with economic advan- 
tages to all concerned: client, pro- 
ducer and company. 


Theatre Hazards 


One of the most fertile fields for 
improvement of hazardous situations 
lies in theatres, both legitimate and 
movie houses. From the casualty 
insurance standpoint, theatre em- 
ployees are particularly vulnerable. 
Backstage flooring is often uneven 
and splintered due to the variety and 
large number of objects which are 
hauled about constantly. Trap doors 
are aften present and sometimes do 
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by JOHN N. COSGROVE 
Public Relations Director 
The American Insurance Group 


not fit securely into place, thus pre- 
senting tripping hazards. Props and 
wire extensions backstage also con- 
tribute to tripping and falling. 
Between acts and at the opening 
and close of dramatic presentations 
the shifting of scenery and lifting of 
heavy movable pieces offer a very 
serious hernia hazard. Repair work 
on sets often leads to flesh cuts and 
often to more dangerous wounds to 
carpenters and other craftsmen. 
Stage rigging, involving heavy sand 
bags, presents an omnipresent over- 
head hazard. The switchboard be- 
hind stage which controls lighting 
effects generally is of high voltage 
and is therefore hazardous to the 
Where painting is done, 


operator. 





employees performing it are subject 
to the effect of paint fumes and also 
to skin infections. 

Stairs leading to balconies are 
often at a critical pitch: more than 
45 degrees. This condition is a 
threat to audiences in tripping and 
falling accidents. 


Theatres Are of Many Types 


In discussing the fire hazards of 
theatres it is well to keep in mind 
that the word theatre is an all em- 
bracing term. It may mean an 
ornate New York or Chicago moving 
picture house; a modest “‘movie’’ 
squeezed in between the butcher 
shop and the five and ten on Main 
Street, Anywhere, U. S. A.; or it 
may: mean a legitimate playhouse, 
built years ago and in some cases 
improved through the years with 
shifting managements and changing 
economic conditions. 

The general construction and lo- 
cation of a theatre is naturally the 
first consideration in a survey of fire 
hazards. A flimsy frame theatre 
building located in the middle of a 
generally undesirable row of build- 
ings, used for every conceivable mer- 
cantile purpose, is hazardous. Such 
a theatre is subject to the type of 
fire that sweeps entire square blocks 

leaping from one _ frame 
building to the next and feeding on 
the diverse stocks of neighboring 
stores. 

In these neighborhood theatres the 
chief interior hazard is combustible 
construction, involving walls, floors 
and seats. The motion picture booth 
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Theatre Risk—Continued 


is still a danger point although film 
which caused many flash fires has 
been considerably improved in re- 
cent years. In many cases devices 
with fusible links have been installed 
in booths. When fire strikes, all 
apertures of the booth are automat- 
ically closed, and the fire is confined. 


Analysis of Hazards 


In metropolitan centers many 
theatres present both and 
variety acts on stage. These estab- 
lishments embody the hazards of 
movie houses and legitimate theatres. 
An analysis of the highlights of 
these hazards also applies to the 


movies 





danger points in theatres strictly de- 
voted to straight dramatic presenta- 
tions. 

Starting backstage, we find Amer- 
ica’s number one social hazard: the 
careless smoker. Behind stage he 
is a constant menace. The best de- 
terrent is the presence of a uni- 
formed fireman to exercise author- 
ity. The management of the theatre 


must also enforce rules against 
smoking. Ready to hand behind 


stage for ignition by the carelessly 
flipped cigarette butt are stacks of 
scenery, draperies, and curtains. Al- 
though methods for flameproofing 
materials have been developed in 
recent years, this practice is not 
universal. 








Yes ... Miss Green . . . trusted employee 
of long standing .. . in urgent need of 
money, “borrowed” a total of $20,376.40 
from company funds. 

Fidelity Losses often strike where and 
when least expected. Under pressure of 
conditions which call for extra money more 
employees, daily, yield to temptation. 


Central Surety 


FIDELITY BoNnpbs 


Relieve executive worry over this constant 
threat of fidelity losses. 








HOME OFFICE KANSAS CITY, MISSOURI 


R. E. McGINNIS, President 


SAN FRANCISCO e 





70 


CHICAGO ° NEW YORK 








The high 
which is a direct hazard to its opera- 
tor is also a general fire hazard. It 
should be checked regularly to ip- 
sure the soundness of fuses and wir- 


voltage switchboard 


ing. Special lighting effects often 
call for intricate electrical wiring, 
Unless performed by qualified elec- 
tricians this procedure is an out- 
standing hazard. Wires are often 
carelessly stepped on backstage, and 
heavy objects are rolled over them 
during scene shifting and general 
backstage activity. They should be 
inspected rigorously at regular in- 
tervals. 

If fire starts on stage it can easily 
spread to the seating section unless 
an intervening curtain of fireproof 
material can quickly be brought into 
place. Once in the auditorium, fire 
its best ally: panic. 
Management can do a great deal to 
counteract this natural human reac- 
tion to even a minor fire by includ- 
ing on the programmes a diagram 
of exits or by flashing the same in- 
formation on the screen prior to 
and during performances. 


is joined by 


After every performance a theatre 
should be combed from top to bot- 
tom: balcony, auditorium, dressing 
rooms, stage, and lobby, for unex- 
tinguished cigarettes or cigars and 
for the detection of incipient or 
smoldering fires. 


Trained Assistance Available 
In the ‘mcovering of theatre 
hazards, producers will find quali- 
fied company fieldmen and engineers 
ready to assist at all times. These 
men will be particu‘arly helpful in 
suggesting methods of removing the 
hazards discovered, and in devising 
economical ways to improve unde- 
sirable physical 
theatre risks. They will also be ready 
to do periodic inspection work dur- 
ing the life of policies to determine 
if safe standards are being met. 
These inspections often lead to a 
reduction in the client’s rate which 
is the best way to cement customer 
relations, 


characteristics of 


Knowledge of hazards anda dili- 
gent effort to remove them is prac- 
tical public relations. Progressive 
producers will realize that fact and 
counsel their clients on the improve- 
ment of risks. 
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Readers of Best's Insurance News may obtain without obligation, from selected manufacturers, 
. current literature and prices on any of the following products and services. 


(If you desire information on any items not listed, we will make every effort to obtain it for you.) 


FILING CABINETS 
. Card File 
Fibre Board 
Insulated 
Metal 
Micro 
Portable 
Rotary 
Stencil 
Visible 

10: Wooden 


CONANRWH— 


FILING SUPPLIES 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


MACHINES, ACCOUNTING 
15. Adding 
16. Billing 
17. Bookkeeping 
18. Calculating 
109. Payroll 
19. Tabulating 























To BEST'S INSURANCE NEWS 
75 Fulton St., New York 7, N. Y. 
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MACHINES, MAILING 
20. Dating Stamps 
21. Envelope Sealers 
22. Mail Openers 
23. Postal Meters 
24. Postal Scales 
106. Time Stamp 


MACHINES, REPRODUCING 
25. Composing 
26. Direct Copying 
27. Duplicating 
28. Micro-filming 
29. Mimeograph Slip Sheet 
30. Typewriter, Electric 
31. Typewriter, Manual 


MACHINES, MISCELLANEOUS 
32. Addressing 
33. Checkwriting 
34. Dictating 
35. Intercommunication 
36. Stapling 
37. Paper Fastening 


OFFICE ACCESSORIES 
38. Ash Trays & Stands 
39. Cash Boxes 
40. Chair Cushions 
41. Currency Trays 
42. Desk Lamps 
43. Desk Pads 
44. Desk Trays 
45. Drawer Trays 
46. Moisteners 
47. Name Plates 
48, Pen & Ink Sets 
49. Waste Baskets 


OFFICE FURNITURE 
50. Air Conditioners 
51. Bookcases 
52. Cabinets 
53. Chairs 
54. Desks 
55. Fluorescent Lighting 
. Incandescent Lighting 
56. Matched Suites 
57. Safes 
58. Stools 
59. Tables 
60. Wardrobes 


* 


SERVICES 


62. 
110. 


Accounting System 
Elevator Modernization 


. Fire Protection 
. Office Planning 
. Record System 
. Sales Incentives 


SUPPLIES, GENERAL 


. Blank Books 


. Business Forms 
. Envelopes 
. Erasers (Specialized) 


Loose Leaf Books & 
Systems 


. Marking Devices 
. Paper 

. Paper Perforators 
. Pens 

. Pencils 

. Pencil Sharpeners 
. Stamp Pads 

. Staples 

. Staple Removers 
. Stencils & Inks 


SUPPLIES, TYPEWRITER 


2. Cleaning Material 
. Copyholders 

. Copy Ribbon 

. Justifier 

. Line Indicator 

. Pads 

. Ribbons & Carbons 
. Stands 


TELEPHONE ACCESSORIES 


90. 


Cord Cover 


91. Holder 


92. 
93. 
94. 
95. 


Index 
Pads 
Silencer 
Stands 


MISCELLANEOUS 


103. 
105. 
96: 
97. 
98. 
104. 
99. 
100. 
107. 
101. 


102. 


Birthday Cards 
Bulletin Boards 
Cleansing Cream 

Fire Extinguishers 
First Aid Kits 
Greeting Cards 
Leather Goods 
Promotional Gifts 
Recording Door Lock 
Silencer for Dictating 
Machines 

Visual Policy Jackets 











RECORD KEEPING SYSTEM 


OMPLETE systems control of any 

and all records is now possible with 
the “Vue-Fax” visible record keeping 
system, according to Federal Business 
Products, Inc. Suitable for adaptation to 
any size office, units range from a small 
easily-stored Handi-file with a capacity of 
2400 to large Porto-files that house up 
to 9000 records. The illustration shows 
three Vue-Fax units—the Porto-file 
stand, which accommodates one or two 
Porto-files, and the Porto-file posting 
table. The single Porto-file shown ac- 
commodates 4500 records. 
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To BEST'S INSURANCE NEWS 


75 Fulton St., New York 7, N. Y. 


Please forward complete information 
and prices on the items checked. 


(1 Record Keeping System 
Bookcase 

CO #Personal Filing Unit 

Ol Air Conditioner 
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BOOKCASE 


HE Combinette bookcase designed by 

the R. P. Morton Company and fin- 
ished in mahogany or walnut veneer may 
be extended at any time by the use of 
additional sections. Grille work is of 
brass. The bookcase is 16 inches deep, 
24 inches wide and 40 inches high and 
may be ordered with doors which open 
either right or left. 





PERSONAL FILING UNIT 


— “Suspend-O-Folder” personal desk 
file has been developed by the Advance 
Salesbook Company for the executive who 
needs a filing system at his finger tips. 
It is of particular use wherever a follow- 
up system is in constant use. The unit 
consists of an olive green heavy gauge 
steel cabinet, twenty-five folders and an 
assortment of guides. The folders are of 
the pendant type constructed of heavy 
pressboard with permanent metal hooks 
and a 1” cloth expansion piece at the 
bottom, 


AIR CONDITIONER 
HE /Yorkaire 


room conditioner js 

likened, by its manufacturers—The 
York Corporation—to a radio in that you 
can tune in any weather you like, The 
unit is styled in a walnut cabinet and is 
easily installed and is movable from 
room to room. When it is set for cooling, 
the conditioner lowers both humidity and 
temperature, cleans and circulates fresh 
air and removes the stale inside air. 
However, in cooler seasons, the unit may 
be set for fan operation only. Two 
models are offered both with the same 
outside dimensions—14% inches high, 
264% inches wide and 1914 inches deep 
—but with different capacities. Model 
No. 1 with a 1 horsepower motor will 
air condition a 15 x 19 room with normal 
ceiling height, while Model No. 2 with 
a 34 horsepower motor is for rooms up 
to 20 feet square. 





FILING STOOL 


HIS attractive filing stool manufac- 

tured by the Royal Metal Manufactur- 
ing Company is of welded tubular steel 
construction. Height is 14 inches. A 
tempered Masonite insert for the 14-inch 
seat is optional. Finish is baked enamel. 
Hard rubber casters provide easv mobility. 
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SUGGESTION SYSTEMS 


XPERIENCE has proven to 

me beyond question that the 

majority of office workers, men 
and women, of all ages and regard- 
less of their length of service, are sin- 
cerely interested in a suggestion 
program. Well over 50% of our 
office staff is participating in our 
program and while we are not satis- 
fied with this result, but will always 
keep the goal of 100% participation 
before us, nevertheless we do feel 
the results so far show convincingly 
the desirability and value of such 
a program. 

Each company, of course, must 
work out the mechanics of its pro- 
gram to suit its own particular 
needs, but in our case we know 
that the interest and participation 
in our program was aided materially 
by the fact that our president invited 
the members of our staff to send 
their suggestions to him personally 
and he takes the time to look over 
these suggestions and sign the award 
and rejection letters. Frankly, I do 
not believe a suggestion system can 
meet with the fullest measure of 
success unless top management con- 
tinues to have a deep and abiding 
interest in the welfare of such a pro- 
gram. 


Processing Must Be Rapid 


Early in our experience we found 
that we were too slow in the pro- 
cessing of our suggestions, the result 
of which if long continued, would 
have been a lessening of interest. 
We increased the number of our 
suggestion committees and set as our 
goal the processing of every sugges- 
tion within 90 days, or a convincing 
answer as to why there would be a 
further delay in reaching a decision. 
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CHARLES H. HALL, Secretary 
American Surety Company 


of New York 


I think it is fair to say that this 
improvement in our processing of 
suggestions has increased the inter- 
est and, therefore, the number of 
suggestions received. 


Liberal Awards 


Again, we found that we were not 
liberal enough in our valuation of 
accepted suggestions and in our 
minimum awards. Our minimum, 
which at the beginning of the pro- 
gram was $5 is now $10 and this, 
together with other liberalization in 
the granting of awards has likewise 
“won friends and influenced people” 
to submit more suggestions. 

It is important also to have sug- 
gestion blanks within easy reach so 
that it is as easy as possible for an 
employee to jot his suggestion down 
when he is in the mood to do so. He 
may easily be sidetracked from ever 
making a suggestion if he has to do 





a lot of hunting through files and 
drawers in order to find a blank. 
On this subject we had a very fine 
suggestion from a young man in one 
of our 'branch offices, who sends in 
a large number of suggestions him- 
self. He said, “When you acknow- 
ledge a new suggestion, why don’t 
you attach a new suggestion blank 
with your acknowledgment.” We 
tried it and it worked splendidly. 
The young man who made this sug 
gestion was working on the old 
slogan used so much in the insurance 
business, namely: ‘Your 
customers are your best prospects.”’ 

Another plan which worked nicely 
was to attach a suggestion blank to 
a letter sent to each member of our 
staff from our president on some 
phase of our suggestion program. 
This got a blank into the hands of 
everyone and we know it brought 
results. 


present 


Welcome Letters 


A letter from our president is 
sent to employees about a month 
or two after they have entered our 
organization. This letter welcomes 
them to the organization, outlines 
our suggestion program, and invites 
their participation. A suggestion 
blank is attached to this letter. These 
letters are appreciated. Here is one 
reply received recently from a new 
employee : 

“Thank you for your ‘welcome 
letter’ of March 14, and also for the 
information about suggestions. On 
March 14 I submitted my first sug- 
gestion—preparation of expense 
vouchers, in duplicate. 

“Enclosed are two more sugges- 
tions concerning which I shall ap- 
preciate your consideration. 

(Continued on the next page) 
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Suggestion Systems—Continued 


“T wish to assure you that I will 
apply myself diligently, learning 
everything I can about the business 
of our companies and will try to 
give the very best service possible.” 

Good indexing of suggestions is 
of real importance. A new sugges- 
tion should be indexed under as 
many subjects as it touches upon in 
order that any prior suggestions in 
any way similar in nature may not be 
overlooked. Indexing is, of course, 
in some measure a matter of judg- 
ment and cannot always be perfect. 
We have had instances where an 
sarlier rejected suggestion was over- 
looked at the time a new suggestion 
with some similarity was received 
and accepted. When the proponent 
of the earlier rejected suggestion 
brought this to our attention, we 
have, in each instance, immediately 
made an equal award. 

Office workers, in the majority of 
cases, either themselves use or they 
have access to typewriters and they, 
therefore, are able to type their 
suggestions. To avoid re-typing, 
and therefore save time and expense, 


it is desirable to have the suggestions 
submitted with as many copies as 
are required in order to process 
them. In our case, we need six 
copies of the suggestion and our 
suggestion blanks are made up in 
sets of six—the proponent keeps one 
copy and sends the other five to us. 
We keep the original, signed copy 
in our permanent file and the other 
four unsigned copies are sent to 
divisional committee of four mem- 
bers. When action has been taken 
by the committee, we receive two 
copies of the suggestion from that 
committee with their findings and 
recommendation. In the case of an 
accepted suggestion, one copy goes 
into our permanent file and the other 
copy is sent to the interested depart- 
ment with the request that it be put 
into effect. This plan has enabled 
us to cut down a tremendous amount 
of typing and other paper work, 
which, as you well know, is expen- 
sive these days. 

Care should be taken in selecting 
your committees to process sugges- 
tions. The suggestion committee 
member, among other things, should 

(1) have a keen appreciation of 
the value of a suggestion system; 
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(2) have a sincere desire to help 
make his company’s system a suc- 
cess ; 

(3) have an open mind; 

(4) be resourceful in seeking 
ways in which the suggestion or 
modification of the suggestion can 
be made valuable and, therefore, 
acceptable. 

Periodic reports to your sugges- 
tion committees and to your depart- 
ment and division managers, both as 
to the progress of your own com- 
pany’s program and also some in- 
formation as to what is being ac- 
complished in other companies, 
stimulates interest and support. 


Types of Suggestions Submitted 


Now as to the type of suggestions 
which office workers submit. Be- 
cause in our business we are dealing 
with a great variety of forms—bond, 
policy and accounting forms—the 
preponderance of suggestions we 
receive deal with the revision, con- 
solidation and standardization of 
these forms. For example: one sug- 
gestion recommended that certain 
policy forms be simplified for the 
convenience of agents and _ their 
staffs. Another suggested a revision 
of an accounting form for reporting 
forgery bonds, which had the effect 
of eliminating two other forms. One 
suggestion helped to bring about a 
combined certificate of coverage for 
automobile bodily injury, physical 
damage and fire coverages. Applica- 
tions, references, questionnaires, etc. 
have all come under the eagle eye 
of our office staff and have resulted 
in many suggestions for some re- 
wording, spacing, etc., which, while 
not of breath-taking importance in 
the individual case, have in the 
aggregate brought about worthwhile 
improvement and savings. 

The second largest group of sug- 
gestions we receive falls into the 
category of streamlining the flow of 
our work and consequently a reduc- 
tion in the handling of our files and 
papers. To illustrate : one suggestion 
abolished the separate filing of cer- 
tain agreements peculiar to our busi- 
ness and this change in the method 
of handling cut down a great deal 
of work in our filing department. 
Another suggested that automobile 
policy and reporting forms be made 
up in pad form so that they could be 
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typed up in one operation. A sug- 
gestion for the use of a preliminary 
report form by agents in reporting 
burglary and theft losses reduced 
considerably the volume of corres- 
pondence in that direction. The sign- 
ing of bonds, riders, change notices, 
etc. was expedited when a printed 
facsimile signature and one manual 
signature were substituted for two 
manual signatures. The microfilm- 
ing of files, records and documents 
has resulted in the saving of much 
valuable filing space, and the prep- 
aration and distribution of certain 
reports quarterly or semi-annually 
instead of monthly has done a great 
deal to ease the pressure on certain 
of our departments. 

In like manner, suggestions for 
the simplification of reports, and in 
some cases a combination or elimina- 
tion altogether of other reports, have 
brought relief in that direction. 
Many worthwhile production ideas 
have been proposed. In connection 
with a company anniversary we re- 
quested, as a special feature for a 
certain period prior to the anniver- 
sary, suggestions which would pro- 
duce increased business, to be an- 
nounced at that anniversary. This 
developed a great deal of interest 
and many fine suggestions which put 
increased premiums on the books. 


Humorous But Good 


On the humorous side, a sugges- 
tion was received dealing with furni- 
ture repairs which cited the high 
prices of ladies stockings, and 
alleged that “any ordinary pair of 
stockings cost $1.35 and run even 
higher,” that it was beyond the bud- 
get of an average working girl to 
purchase 3 pairs of stockings a week ; 
that many girls had to do just that as 
their stockings were being constantly 
torn on the rough edges of chairs 
and desks. “Something should be 
done about it.”” Something was done 
about it! 


Another suggestion dealing with 
office furniture suggested that we 
have a periodic inventory made of all 
office furniture and equipment. This, 
we believe, will prove to be a worth- 
while idea because it should bring 
to light equipment not being used 
but retained in the expectation that 
it would be needed some time in the 
future. In this connection the story 
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is told of Henry Ford that when he 
walked through any of his offices 
and saw a desk that was not being 
used, he would order it removed 
immediately, “for,” said he, “the 
minute that someone has an unoc- 
cupied desk in his department he 
starts to figure out how he can put 
another person behind it and thus 
create an additional position and in- 
crease expenses.” 

Several suggestions were received 
proposing that unusual and partic- 
ularly interesting claims which the 
company had paid might be written 
up for publicity purposes. On the 
fidelity and surety side of our busi- 
ness particularly, we do have many 
intensely interesting claim cases, and 
they make good publicity. 

Another suggestion resulted in the 
discontinuance of certain home office 
files where heretofore we had main- 
tained such files both at the home 
office and the branches. Another 
brought about the discontinuance of 
certain index cards, with a saving in 
work, filing space and material. 

In making a survey of our sug- 
gestions over the years, I have come 
to the conclusion that we can well 


afford to devote some time and effort 
to improving the quality of sugges- 
tions submitted. Some companies 
have made real strides in this direc- 
tion by means of their suggestion 
booklets which have, as one of their 
chief purposes, the development of 
well thought out and better sugges- 
tions. A member of our staff has 
suggested that we get out such a 
booklet with the idea of not only 
encouraging our people to submit 
suggestions, but also helping them to 
submit better suggestions. 

It cannot be expected that sugges- 
tions pertaining to office work will 
show the tremendous dollar savings 
that sometimes occur in a manufac- 
turing or industrial establishment. 
Nevertheless, the investment neces- 
sary to run a modern suggestion 
program for your office staff is none- 
the-less a good investment. It pays 
big dividends in dollar savings, im- 
proved service and procedure, and 
equally or even more important in 
helping to maintain good employee 
relations. 

Those who decide on the awards 
to be given necessarily need to know 
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Suggestion Systems—Continued 


a good deal about the operations and 
functioning of the company in order 
that they may form an intelligent 
opinion of the value of a particular 
intangible suggestion to their com- 
pany. When they have exhausted 
every yardstick available in setting 
the award, I believe the last question 
they should ask themselves is “have 
I been liberal enough?” That is the 
important thing and it is better to 
err on the side of liberality than to 
be too penurious in making awards. 

With respect to the number of 
suggestions accepted in relation to 
the suggestions received, it may be 
of interest to note that our experi- 
ence of approximately 3314%4%, or 
an average of one suggestion ac- 
cepted of every three received, has 
remained fairly steady with only 
slight variations from that figure. 
An editorial in the “Financial Post” 
of Toronto, Canada, entitled “Use- 
less Ideas Pay Off Too,” after call- 
ing attention to the fact that most 
companies of any size have an em- 
ployee suggestion plan went on to 
Oy... + 


“With rare exceptions, however, 
all these suggestions plans have a 
common failing. They give some 
measure of recognition to ideas that 
work, but none at all to those that 
prove unpractical. And by far the 
major proportion of suggestions put 
forward must fall into the latter 
category. Hence the well-intentioned 
suggestion plan becomes a source of 
discouragement and grievance to em- 
ployees who feel their sincere efforts 
to help snubbed by management. 

“At least one company has gone 
on record as finding opportunity for 
improving labor relations even 
among the usuable employee ideas. 
Its plan was simple: It put top- 
grade office diplomats on the job of 
discussing every suggestion thor- 
oughly and reasonably with the man 
who made it. And in those discus- 
sions both management and worker 
learned a great deal about each other, 
their attitudes, policies, aims and 
aspirations. 

“Instead of tossing a seemingly 
wild scheme into the waste basket, 
the management went to its author 
to learn what prompted the sugges- 
tion; and, in so doing, came to ap- 


preciate the worker’s point of view. 
The man making the suggestion, 
being human, was gratified by this 
personal attention, and in his turn 
began to learn about company policy 
and why things had to be done this 
way instead of that.” 








From an address before the National Associa- 
tion of Suggestion Systems 


"BANK FRAUDS" 


— Frauds” by Lester A. 
Pratt is based on the premise 
that while we cannot control the 
desire to steal, we can, to a large ex- 
tent, control the opportunities to 
steal. In sixteen chapters, the 
author, a C.P.A. of Washington, D. 
C., discusses such subjects as “The 
Big Seven” of attempted conceal- 
ments, “Fraud Control Policies” and 
“When Fraud Occurs Most Fre- 
quently.” The illustrative case his- 
tories cover the several departments 
of a bank and do not overlook the 
smaller institutions. Published by 
The Ronald Press Company, 15 East 
26th Street, New York 10; 250 pp. & 
illustrations. 
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WHAT AMOUNT SHOULD 


FIDELITY BONDS BE PURCHASED? 


HERE were three outstanding 
Tizeis losses discovered in 1946 

—one of approximately $730,- 
000, one of approximately $800,000, 
and one reported to be in excess of 
$1,000,000. The spectacular nature 
of the Mergenthaler and Western 
Electric losses accorded them front 
page headlines. As a result, insur- 
ance buyers are asking themselves, 
“In what amount should fidelity 
bonds be purchased ?” 

Despite careful selection, exhaus- 
tive investigation, complete audits 
and good internal check, between 
three and four employees out of 
every thousand bonded are disloyal 
and default. 

The Mergenthaler loss amounting 
to approximately $800,000, is typical 
of many in which the bond of the 
defaulting employee was small in 
comparison with the loss. Nickel, 
trusted employee for more than ten 
years, whose duties included the 
preparation of checks to cover pay- 
ment of approved invoices and pre- 
senting these checks for signature 
and then sending them to payees, is 
reported to have been bonded for 
$5,000. The Mergenthaler Company 
farried check forgery insurance in 
the amount of $75,000. 
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JAMES R. ROONEY, Manager, 
Indemnity Insurance Co. of N. A. 


According to the New York 
Times of March 25th, 1947, the 
conspiracy of employees and sup- 
pliers of the Western Electric Com- 
pany caused a loss approximating 


$1,235,000. 
How Much Protection 


These spectacular losses, and 
many claims in which the loss far 
exceeded the amount of the bond, 
forcibly present to buyers the ques- 
tion, “How much protection against 
dishonesty losses should be carried ?” 

This question may not be an- 
swered with a general formula ap- 
plicable to all commercial and in- 
dustrial risks. While reasonably ac- 
curate limits have been established 
which enable banks to purchase ade- 
quate fidelity coverage, the variety 
of risks in the commercial and in- 
dustrial field and the diversity of 
exposures make it impossible to 
establish even a general formula 
with any degree of accuracy. Is, as 
was once suggested, the only solu- 
tion for the buyer to guess? If so, 
the recent trend of increasing claims 


in larger amounts suggests that, in 
fixing the bond amount, the buyer 
be very pessimistic. 

There is an approach, however, 
which an insurance buyer may con- 
sider. In almost every business there 
is an amount of loss which, if sus- 
tained through the infidelity of em- 
ployees, would by virtue of its very 
size, be disclosed. 

A study of hundreds of claims for 
over a quarter of a century, reveals 
that the average large loss remains 
undiscovered for approximately 
three and one half years. It would 
therefore seem desirable for an in- 
surance buyer to consider purchas- 
ing a bond in approximately three 
times the amount which could be 
withdrawn from the business an- 
nually. 

Many buyers ask the amount of 
bond carried by other establishments 
in their same line of business. While 
this comparison method of deter- 
mining the size of fidelity bond to 
purchase is sounder than the guess 
method, an analysis of exposure in 
his own business is the best guide- 
post to adequate protection. 

It may be of help to check esti- 
mates of exposure in a particular 

(Continued on the next page) 
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business against this rough formula 
which has proved helpful to many 
buyers. Let us assume a business 
with approximately $250,000, cash, 
$500,000, receivables, and $750,000 
in inventories. A review of many 
claims indicates that a clever, skill- 
ful defaulter annual 
peculations which will approximate 
10% of the cash, receivables and in- 
ventory of a business. Accountants 
with whom the matter has been dis- 
cussed, agree that possible annual 
defalcations may reach this sum. 
Applying this percentage to the ex- 
ample, approximately $150,000 could 
be taken from the business. A busi- 
ness of this size might reasonably 
be expected to do an annual volume 
of $3,000,000. A $150,000 loss oc- 
curring during a period of reason- 
ably profitable operations, could be 
concealed through one or more of 
the practices followed by dishonest 
employees. If this possible annual 
loss is multiplied by three, protec- 
tion in the amount of $450,000 
would be indicated and should only 
be reduced if the buyer is assured 


can conceal 


that through selection and investiga- 
tion of employees, good internal 
check, and periodic complete audits, 
losses may be held below this 
amount. 

It is interesting to note that defal- 
cations accumulate during profitable 
periods and are discovered during 
periods of recession. Thus the good 
experience of the war years, if the 
year 1946 and the first quarter of 
1947 is an accurate barometer, may 
be turning. Recent discovery of 
many large losses supports this view. 

If current premiums are to reflect 
current experience—the principle 
adopted when rates were substan- 
tially reduced in 1945—increased 
costs for fidelity bonds are on the 
horizon unless insurance buyers, in 
cooperation with their agents, bro- 
kers and underwriters, establish loss 
prevention measures which will hold 
the experience to present levels. 

Now would seem to be the time, 
while rates are low, particularly for 
excess limits, for the purchase of 
adequate fidelity protection. 





From an address before the Insurance Con- 
ference of the American Management Associa- 
tion. 
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NAUA ELECTS OFFICERS 


T THE seventeenth annual 

meeting of the National Auto- 
mobile Underwriters 
Arthur L. Polley, vice president of 
the Hartford Fire Group, was 
elected president; Philip J. Priore, 
assistant manager of the Sun Insur- 
ance Office, was elected vice presi- 
dent; and Walter F. 
president of the Home Group, was 
re-elected treasurer. 

In addition to these officers who 
also thereby become members of the 
board of directors, eight directors 
were elected—four directors at large 
and four representing the regional 
territories. The terms of Maynard 
Garrison, vice president of the Fire- 
man’s Fund Insurance Company; J. 
Victor Herd, vice president of the 
America Fore Group; L. L. Lukes, 
president of the Motors Insurance 
Corporation; and Harry F. Ogden, 
president of the Fidelity & Guaranty 
Fire Corporation, expire in 1949, 
Regional directors were elected as 
follows: East—H. W. Miller, as- 
sistant manager of the Commercial 
Union Assurance Co., Ltd.; Pacific 
Coast—R. H. Griffith, vice presi- 
dent of the Glens Falls Insurance 
Company; South—J. C. Thomson, 
assistant manager of the Fire Asso- 
ciation of Philadelphia; West— 
E. H. Forkel, vice president of the 
National Fire Insurance Company. 
Hold-over directors at large whose 
terms expire in 1948 are: Ellis H. 
Carson, assistant United States man- 
ager of the Royal Insurance Com- 
pany; Esmond Ewing, vice presi- 
dent of the Travelers Insurance 
Company; John F. Gilliams, presi- 
dent of the Camden Fire Insurance 
Association; and L. C. Lewis, vice 
president of the Insurance Company 
of North America. 

J. Ross Moore continues as man- 


ager of the association. 


Association, 


Beyer, vice 


FIRE RATE CHANGES 


IGHER fire insurance rates on 

most classes of risks other than 
dwellings were put into effect in 
Maine and Rhode Island on May 29. 
The increases ranging from 10% to 
25% followed the pattern of changes 
adopted in Massachusetts on Febru- 
ary 7. 
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A. B. KNOWLES & CO. 
(INC.) 


PACIFIC COAST GENERAL AGENTS 
Ocean—Inland Marine—Fire 
114 Sansome Street 
SAN FRANCISCO 4, CALIF. 
Seattle Los Angeles 








REINSURANCE INTERMEDIARIES 


an 
SURPLUS LINE BROKERS 


REINSURANCE UNDERWRITERS Incorporated 
D.K. MacDONALD & CO. of SAN FRANCISCO 


OTIS CLARK, ees, * 
56 Sansome Street San Francisco 


INSURANCE 
GENERAL 
AGENTS 


MONTANA 


CANADA—Continued 





FOUNDED 1864 
ROBERT HAMPSON & SON, ves 


Canadian Representative: 
FIRE, MARINE & CASUALTY COMPANIES 


Brokerage & Service Depts. 


451 St. John St., Montreal 
1811 Royal Bank Bidg., Toronto 

















H. S$. DOTSON COMPANY 


MONTANA GENERAL AGENTS 
Granite Building 
Helena, Montana 











SPEAR AND >, INC. 
ized 1921 
GENERAL AGENTS 


Buffalo Insurance Co. 
Ohio Farmers Insurance Co. 
Ohic Farmers Indemnity Co. 


NEW YORK 


Robert Howard J. M. Williams J. A. Carmody 
D. Oliver W. Mines 


ROBERT HOWARD & 6C0., 


LIMITED 

INSURANCE BROKERS 

CANADA CEMENT BLDG. 
MONTREAL, QUEBEC 











Hoey, ExLuison & Frost, Inc. 
INSURANCE UNDERWRITERS 
118 William Street, New York 7, N. Y. 
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GENERAL INSURANCE BROKERS 






































San Francisco én , Sage Oakland 100 Adelaide St., West, 
Writinc Att Ciasses oF INSURANCE Toronto. 
Loca ano Country WIDE 
COLORADO 
REED & co. THE w's te rue 
728 ELEC. . 
DENVER, COLO. 
GENERAL AGENTS 75 MAIDEN, LANE AGENCY, Inc. MELLING & BEVINGTONS LTD. 
FOR METROPOLITAN SUBURBAN INLAND Reinsurances & Special Risks 
pees ogee eee FACILITIES 630 DORCHESTER, W. 4 FENCHURCH 
MONTREAL LONDON 
KENTUCKY OREGON 
er SA et BATES LIVELY & PEARSON REDMOND & SHAUGHNESSY 
UNDERWRITERS LIMITED 
410 Speed Building—Louisville, Ky. 3rd Floor Yeon Bidg. SERVICING OUTSIDE 
GENERAL AGENTS Portland Oregon BROKERS FOR OVER 
eT aed tee Oregon's Lorgest Fx seein Agent Serving 25 YEARS 
intond. Marine—Hail a 315 St. Sacrament Street, Montreal 








MASSACHUSETTS 


UTAH 








BOIT, DALTON & CHURCH 
INSURANCE 
Local and Out-of-Town Agency and 
Brokerage Accounts Solicited 
89 BROAD ST., BOSTON 


THE KOLOB CORPORATION 
General Agents 
Utah, Idaho, Montana, Nevada 
COMPLETE INSURANCE SERVICE 
330 Judge Building 
Salt Lake City, Utah 


REED, SHAW & McNAUGHT 


Established 1872 
Complete Insurance Facilities 


360 St. James St., W. Montreal, Que. 
64 Wellington St., W. Toronto, Ont. 











CANADA 








FAIRFIELD & ELLIS 
60 Congress St., Boston, Mass. 

79 John St., New York City 
FAIRFIELD, ELLIS & GRANT, LTD. 
460 ST. JOHN ST., MONTREAL, CANADA 
General Agents for Several Reliable Companies 
REINSURANCE NEGOTIATED 


GENERAL INSURANCE AGENTS 


BLANE, FULLERTON & WHITE LTD. 


COMPLETE INSURANCE SERVICE 
821 WEST HASTINGS STREET 
VANCOUVER, B. C., CANADA 


WILLIS, FABER & CO. 
of Canada, Limited 
INSURANCE BROKERS 
Board of Trade Bidg. 
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WILLIS, FABER & DUMAS, LTD. 
London, England. 


Montreal 











JOHN C. PAIGE & COMPANY 
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460 ST. JOHN STREET, — 








A. E. WILSON & COMPANY, LIMITED 
GENERAL INSURANCE AGENTS 
Lumsden Bldg. Toronto 


40 BROAD STREET Associate 
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New York Portland Los Angeles nae - *, Fg Service Throughout Canada 
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TENN. AUTO RATES UP 
NCREASES in automobile lia- 


vility rates in Tennessee were an- 
nounced June 16, 1947 by the Na- 
tional Bureau of Casualty and 
Surety Underwriters. The new Ten- 
nessee rates apply to bodily injury 
liability for commercial automobiles, 
for storage garages and service sta- 
tions, to school buses of the private 
passenger type and in addition to 
property damage liability coverage 
for virtually all classifications in- 
cluding private passenger cars. 
Over-all increases of 3.4% for bodily 
injury and 35.4% for property dam- 
age will result ; the increase for pri- 
vate passenger cars being 30% for 
property damage only, while for 


from 


commercial cars the increase is 
11.1% for bodily injury and 40% 
for property damage. 


BROKERS TO STUDY 
INSURANCE MARKETS 


ROWING concern over an in- 

creasing constriction of the 
markets for the placing of business 
was the subject of discussion by di- 
rectors of the National Association 
of Insurance Brokers, Inc., gathered 
nationwide localities, at the 
annual meeting of the board of di- 
rectors in New York. The board 
ordered a special study made to re- 
port to the insurance buying public 
on its causes. 





YOU BET YOUR LIFE 





When you depend on your 10-year-old car and your 5-year-old tires to 
carry you safely at high speeds. 


Passenger cars, not commercial vehicles, are the principal cause of accidents with most 
accidents occurring not in turning, backing or parking but on the straight-away. Death strikes 
most frequently on the open highway, 11,080 persons killed in 1946, and it is on the open 
highway that high speeds are most prevalent. When the investigating officer lists "Drove off 
the roadway" as the principal cause of an accident, it is logical to assume that with perfect 
brakes, steering mechanism and tires the driver might still have pulled himself out of the 


hole into which his recklessness placed him. 


Illustration and statistics from the booklet "You Bet Your Life" prepared by The Travelers 


Insurance Companies. 
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AUTO LINES IRK 
PRODUCERS 


HE Brokers Association Joint 

Council of New York has asked 
Superintendent Dineen for an in- 
formal conference to discuss the 
difficulties some brokers have en- 
countered in placing certain of their 
automobile risks. The conference 
may consider the elimination of the 
surcharges for certain assigned risks 
or the expansion of the State Fund 
to permit it to write automobile 
liability risks. Faced with the same 
problem, the Connecticut Association 
of Insurance Agents recently at- 
tacked the companies in a resolution 
which (1) charged that the com- 
panies have a moral obligation to 
provide a market, (2) scored the 
harsh underwriting practices of 
some companies, (3) held that the 
solution lay in a-higher rate level 
rather than in abandonment of the 
field and (4) said it was too soon 
to judge current premium levels in 
the light of present new car produc- 
tion and the retirement from use of 
obsolete cars. 


NEW YORK B.I. AND P.D. 
RATES UP 


VERAGE increases in rates of 

16.3% for bodily injury and 
27.5% for property damage for 
private passenger cars in New York 
were announced by the National 
Bureau of Casualty and Surety Un- 
derwriters and the Mutual Casualty 
Insurance Rating Bureau. The in- 
creased rates apply to all policies on 
or after June 2, 1947 and to all pol- 
icies written to become effective on 
or after July 1, 1947 regardless of 
when written. 


MICHIGAN AUTHORIZES 
MULTIPLE UNDERWRITING 


"TH the signature of Governor 

Sigler of Michigan, House 
Bill 396 permitting multiple line un- 
derwriting has become law. Entitled 
Public Act 174, the new law permits 
direct writing or reinsurance of any 
line, except life, by any fire or casu- 
alty company with a minimum of 
$1,000,000 surplus to policyholders. 
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LIABILITY uw. COVERAGE 


r 1S a fact that a great many lia- 

bility insurance policyholders do 

aot realize there can be, or is any- 
thing distinguishable between his 
(the insured’s) liability for injuries 
sustained by a third party, and cov- 
erage for the assured under a lia- 
bility insurance policy. It also is 
surprising that occasionally an agent 
does not know, or does not give 
thought to this fact. Many times un- 
pleasant situations between agent 
and client could be avoided, and 
further an agent could better service 
his client and increase his earnings 
if just a little time and thought had 
been given this subject when the 
policy was sold to the insured. 


A Common Example 


How many times has an agent re- 
ceived a telephone call from an in- 
sured, who says in substance, 

“My wife’s sister while visiting 

us fell down the stairs in my 

home last night and was in- 
jured,” 
or 

“Our maid fell down our back 

stairs and broke her arm.” “Am 

I covered ?” 


What this insured really means 
is “Will the insurance company pay 
my sister-in-law or maid for these 
injuries, and also pay all of her ex- 
penses ?” 

_Now right here is the possible be- 
ginning of some unpleasant discus- 
sions involving all parties concerned, 
by the time the adjuster gathers to- 
gether all of the facts. If a few 
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minutes could be spent by the agent 
when the policy is sold, briefly ex- 
plaining that coverage means pro- 
tection, and liability means negli- 
gence, fault or blame, and _ that 
without fault or blame on the part 
of the assured an injured person 
cannot recover for his injuries, the 
above mentioned unpleasant discus- 
sions would probably not take place. 
Also if some explanation had been 
made of the words “coverage” and 
“liability” when the policy was be- 
ing sold, questions undoubtedly 
might have been asked that would 
have opened the door to sell needed 
or wanted protection, which in turn 
would have meant increased pre- 
miums and an increased income for 
the agent. 


We had a case not long ago where 
the mother of the assured’s wife 
came to pay a social visit. Leaving 
the house by way of the rear piazza 
she slipped and fell off one of the 
three concrete steps, which by the 
way, were in perfect structural con- 
dition. There was no medical cov- 
erage on the liability policy held by 
the insured. After the accident it 
was natural that the insured and the 
injured would give thought to how 
the medical expenses were to be met, 
and who would pay them, also 
whether or not damages could be 
collected. 


The insured knew he had a lia- 
bility policy and immediately this 
policyholder had only one thought 
in mind, which was that his insur- 
ance company would pay his mother- 
in-law for her injury. He reported 


the matter to the claim department, 
and the claim representative after 
getting all of the facts had to decline 
payment to the injured on the 
grounds of no liability. The insured 
then went to the agent and both, in 
cluding the agent, wanted an ex- 
planation from the claim department 
as to why this case was not covered 
by the policy. Again both of them 
meant why wasn’t the injured going 
to collect some money. Of course, 
the insured had coverage for this 
accident. The policy would protect 
him for his legal liability and would 
pay all damages to the injured if 
there was any negligence, blame or 
fault on the part of the insured. 


Discussion Helpful 


It is likely that in this case the in- 
sured, and the injured, would have 
been satisfied if medical expenses 
had been paid. Isn’t it logical to be- 
lieve that had a little discussion 
taken place at the time the policy was 
sold, and the meaning of the words 
“coverage” and “liability” explained, 
medical coverage would have been 
sold this insured. Further, the in- 
sured would have known and under- 
stood a little something about lia- 
bility, and when and under what cir- 
cumstances people can recover for 
injuries sustained on the premises of 
the insured or away from the prem- 
ises insofar as the policy would 
provide. 

Last winter when there was plenty 
of snow and ice on the ground, an 


(Continued on the next page) 
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Liability vs. Coverage—Continued 


insured with a liability policy cover- 
ing his premises, which included 
$250 medical coverage, reported an 
accident which occurred at his home 
one afternoon. A friend of long 
standing, whom his wife had not 





LOW COST SALVAGE SERVICE 


Get our estimate before you settle. 
No damage is ho, > 


All Clothing. 
Rugs, Carpets. 
Linens. 


Laces. 
Tapestries. 
Furniture Fabrics. 
Cushions. 

Sofas. 


Cheirs. 
Drapes. 
Brocades. 
Embroideries. 
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REWOVEN, RESTORED, REPAIRED 
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Annual Statement 1946 


ASSETS 

Stocks and Bonds .......... $4,143,192.65 

*Bonds—U. S. 

Government .$1,785,373.23 

*Bonds All 

others ...... 1,129,150.42 

ee 1,228,669.00 
ee ee 
F. H. , Borteeees ........ 
Cash in Banks and Office ... 
Premiums in Course of Col- 





71,978.25 
102,592.45 
1,233,211.75 


lection (Not over 90 days) 958,054.05 
Accrued Interest and Miscel- 
laneous Funds ........... 34,588.88 


Tora Apmitrtep AsseETs. . .$6,543,618.03 


LIABILITIES 
Reserves for: 
Clams ..... $2,437,448.49 
Unearned 
Premiums . 2,261,246.60 
Commissions . 210,145.13 
Tax Reserves 166,330.28 
Other 


Liabilities . 44,245.65 $5,119,416.15 


Voluntary 


Reserves 174,201.88 
ee 600,000.00 
Surplus ..... 650,000.00 


Surplus to Policvholders .... 1,424,201.88 

I ae $6,543,618.03 
*If bonds were carried at Market Values, 
the Surplus to Policyholders would be 
$1,508,007.23. 


Anchor Casualty Co. 


ST. PAUL, MINNESOTA 
ee 
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seen for some time, came to pay a 
social visit. She drove her car into 
the driveway. The driveway had 
been shoveled out several days be- 
fore and had only the natural ac- 
cumulation of snow and ice any 
driveway would have several days 
after a snowstorm. After her visit 
this guest left the house and in walk- 
ing in the driveway to get to her 
car, slipped and fell and sustained 
very serious injuries. 

Again when the insured reported 
this accident the question was asked 
“Am I covered” with the thought 
in mind, will the insurance company 
pay this woman for her injuries? 
After the investigation was com- 
pleted by the claim representative, 
it had to be explained to both the 
insured, and the agent that there was 
no liability, but there was coverage 
in case this injured party made claim 
or brought suit. It further was ex- 
plained that medical expenses, in an 
amount up to $250 would be paid. 
The medical expense in this case ran 
approximately $750. The insured, a 
business man was satisfied with the 
explanation regarding liability and 


why payment for damages was 
denied. He also understood that he 


did have coverage and what was 
meant by coverage. But he was not 
entirely satisfied with the fact that 
the agent had not sold him higher 
medical limits. After this accident 
the insured had the agent increase 
the medical limit to $1,000 and paid 
an increased premium. 


A case involving an automobile 
policy was reported a short time 
ago. The insured had driven her 
neighbor and the neighbor’s small 
child shopping. The child was alone 
in the rear seat. In some unknown 
manner, he fell out of the car due 
to the door coming open. The in- 
sured wrote a letter to her agent, 
and the agent sent the report along 
with a letter to the claim depart- 
ment, both letters asking the ques- 
tion “Is there coverage?” Of course, 
there would be coverage, or protec- 
tion for the insured, under a regular 
JC policy for this particular acci- 
dent, but after an investigation by 
the claim representative, there did 
not appear to be any negligence, lia- 
bility or blame on the part of the 
insured. This had to be explained 
to the insured by the claim repre- 
sentative, and she just couldn’t see 


why she should buy insurance if the 
company would not pay for the in- 
juries this child sustained. Isn't jt 
reasonable to believe that had this 
insured been told a little something 
about coverage and liability when 
the policy was sold, it might have 
been easier for her to understand, or 
perhaps we might say, she would not 
have been quite so stubborn in argu- 
ing and contending that the reason 
she bought insurance was to pay 
people who might be injured in her 
car. 


Discuss the Coverage 


We could go on and cite many 
cases, where disagreeable discussions 
have taken place with the insured, 
the agent, the claimant and the claim 
representative, all because of the 
fact the meaning of the words “coy- 
erage” and “liability” are not under- 
If it is advisable to inform 
insureds as to the meaning of these 
two words, and we think it is, it 
seems that the place to start would 
be when the policy is sold, and the 
explanation, briefly and generally to 
be sure, should be given by the 
agent. It is really too late, and 
rather difficult, to make an insured 
understand this difference if we wait 
until an accident occurs and it is 
for the claim represent- 


stood. 


necessary 
ative to turn down a claim and then 
explain. 

If an agent would discuss these 
two words “coverage” and “lia- 
bility” briefly at the time a policy is 
sold, the prospective insured many 
times will see the need for added 


protection which in turn means 
added income for the agent. 
—Standard of Detroit Grou 


KEMPER HEADS H. & A. 
CONFERENCE 


T THE last general meeting of 

the Health and Accident Under- 
writers Conference, George \W. 
Kemper of the Fireman’s Fund In- 
demnity Company was elected presi- 
dent and V. J. Kutt of the Mutual 
Benefit Health and Accident Asso- 
ciation, chairman of the executive 
committee. Harold R. Gordon con- 
tinues as managing director and 
C. C. Fraizer as general counsel. 
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WHAT TYPE OF SALESMAN? 


ARLY in their postwar plan- 

ning discussions, Stone & 

Forsyth executives decided that 
the peacetime epoch was going to 
demand not only a greater quantity 
and variety of the company’s pro- 
ducts but also more salesmen and 
salesmanship. 

Right then and there a goal of 
a 60% increase in the company’s 
sales force was set. The thought oc- 
curred, why not try to provide just 
the type of salesmen customers 
would like best to sell them these 
products. So—out went question- 
naires, 


Accompanying Letter 


With each questionnaire was a 
letter informing the customers that: 

“We'd like to know exactly what 
kind of man you would most pre- 
fer to do business with—what kind 
you would welcome in your office. 
So, on the attached sheet, we’ve 
listed some of the qualities essen- 
tial to a good salesman. And we’re 
asking you to rate these in order 
of their importance—to you. We’ve 
also listed some objectionable quali- 
ties salesmen sometimes show. And 
we'd like to have you rate these, too, 
in the order of their degree of an- 
noyance. 

“To us, this seems the most prac- 
tical way of finding out the qualities 
businessmen look for in the Ideal 
Salesman. And when we’ve roughed 
up a composite picture from all the 
answers, we're going to do our best 
to hire men who will fulfill the speci- 
fications.” 


For July, 1947 


NORMAN R. CATHARIN 
Sales Promotion Manager, 


Stone & Forsyth Company 


The questionnaire listed 10 quali- 
ties in this order: poise, alertness, 
fluent speech, pleasing personal ap- 
pearance, warmth of personality, 
ability to make brief, concise sales 
talks, knowledge of merchandise 
and house policies, understanding of 
“my” needs and buying policies, edu- 
cation, loyalty to his own house and 
to his customers. 


We received 347 replies from the 
3,000 queries—more than twice as 
many as the average replies. And 
did the customers pick a far differ- 
ent arrangement than the purposely 
jumbled up original one? Here is 
their order of the essentials of an 
Ideal Salesman : 


Customer's Preference 


“Knowledge of his merchandise 
and house policies” polled 95 votes 
as No. 1 requisite. “Ability to make 
brief, concise sales talks” polled 61 
votes, “pleasing personal appear- 
ance” 44 votes and “warmth of per- 
sonality” 33 votes. “Understanding 
of my needs and buying policies” 
placed fifth with 27 votes and 
“loyalty” sixth with 19 votes. The 
“first choice” balloting on the other 
“essentials” ranged from 6 to 0. 

The fact that “knowledge of his 
merchandise and house policies” and 
“ability to make brief, concise sales 
talks” were picked as the first two 
requisites of the customers’ Ideal 
Salesman indicates clearly that the 


dealer of today wants more than 
anything else to’do business with 
salesmen who can tell their stories 
briefly and clearly, backed by a thor- 
ough knowledge of merchandise. 
Evidently even rural dealers do not 
have time today for standing around 
the cracker barrel and the pot-bellied 
stove listening to long-winded and 
aimless selling talks, for they, in as 
great numbers as metropolitan deal- 
ers, voted for brevity. 


Surprising Results 


One big surprise of the survey— 
and it seems to strengthen the con- 
clusion in the previous paragraph— 
was that not a single dealer chose 
“fluent speech” as either the first or 
second most desirable attribute of a 
good salesman. Other surprises: 
Only three picked “education” as the 
first requisite, and only six selected 
either “poise” or “alertness” as 
No. 1. 

On the unfavorable qualities sales- 
men sometimes show, here’s the or- 
der in which the customers picked 
their pet peeves : 


Unfavorable Qualities 


“Over-aggressiveness” was chosen 
as the worst fault a salesman could 
have by 151 dealers as against 86 
for “Overlong sales talks.” How- 
ever, 139 dealers picked “Overlong 
sales talks” as the second worst fault 
as against 78 selecting “Over-ag- 
gressiveness,” so the two faults can 
be judged pretty much on a parity. 

(Continued on the next page) 


83 





Sales Slants—Continued 


“Sloppy appearance” was third, 
but with only 39 votes. Next came 
“Inability to see my side,” receiving 
16 votes as the worst fault of a 
salesman. The number was _ the 
same for “slow, halting, confused 
manner of speech.” 

In most important respects this 
voting on the unfavorable qualities 
bore out the conclusions of the bal- 
loting on the essential qualities. The 
customers indicated again that they 
do not want to listen to high-powered 
human machine guns shoot words. 


Condensed from Sales Management, 386 
Fourth Ave., New York, N. Y. 
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American Equitable Assurance Company of New York 
Organized 1918 


Globe & Republic Insurance Company of America 
Established 1862 


Merchants and Manufacturers Insurance Company of 
New York 
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Incorporated 1832 
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92 William Street, New York 


__«=Losses paid exceed Three Hundred Fifty Million Dollarsammum 


ATTACKS ALL-INDUSTRY 
BILL 


N A PUBLIC statement, Repre- 
sentative Walter C. Ploeser, chair- 
man of the House Small Business 
Committee, strongly opposed the 
adoption of the All-Industry insur- 


_ ance rate regulatory bill for the 


District of Columbia. and attacked 
the measure as not complying with 
the intent of Congress. 


He said in part, “It is abundantly 
clear that the bill would restrict com- 
petition unduly and require unneces- 
sary rate uniformity . Further- 
more, it would act as a floor under 























rates instead of a ceiling and tend to 
keep rates high and, therefore, in- 
jurious to the buying public.” He 
went on to emphasize that any Con- 
gressional action would convey the 
impression of interpreting the decla- 
ration of the previous Congress and 
tend to establish a legislative pattern 
tor the rest of the country and said, 
“Therefore, it is extremely impor- 
tant that the District enact a law 
which is in the interest of the policy- 
holder and which gives all insurance 
companies and their agents equal 
competitive opportunity, whether 
they be large or small, new or old. 
Certainly, the All-Industry Bill, 
which is slanted in the direction of 
uniformity and which is difficult and 
unnecessarily expensive of operation 
and not geared to the practical neces- 
sities of a competitive business, must 
not be adopted for the District of 
Columbia.” 


FRENCH LISTS BROKER'S 
FUNCTIONS 


SHEPARD FRENCH, 

epresident of the National As- 
sociation of Insurance Brokers, in 
his address to the graduating stu- 
dents of the Insurance Society of 
New York broker’s course, listed 
the following four functions of an 
insurance broker: (1) proper cov- 
erages—“there are nearly 500 dif- 
ferent kinds of insurance available in 
well-known forms . to select the 
proper contracts for his client, the 
insurance broker must be a profes- 
sional”; (2) minimum expense of 
insurance—“the broker must have an 
engineering staff in order to show 
his client how to reduce all of his 
hazards through various safeguards. 
The ultimate cost of most impor- 
tant coverages is the client’s own 
loss ratio”; (3) collection of losses 
“a thorough knowledge of the 
contract forms, value of property, 
costs, etc., on the part of the broker, 
so that he can properly represent his 
client during the prosecution of a 
claim” ; and (4) general activities on 
behalf of clients—“the professional 
broker’s office should have as a min- 
imum the following: a person o! 
long experience in contracts, rates, 
etc., a field engineer or inspector, a 
loss man of experience in settling 
losses, and a records department.” 
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N.A.I.C. CONVENTION 


HE 78th annual meeting of the 

National Association of Insur- 
ance Commissioners was held from 
June Ist to 5th at Atlantic City, New 
Jersey. In his presidential address, 
Superintendent Robert E. Dineen of 
New York told the commissioners 
that “the states, in the main, have 
enacted rate regulatory laws pur- 
suant to the Congressional invita- 
tion contained in U. S. Public Law 
15. That, however, is merely the 
beginning of the undertaking. It is 
now our job to execute the second 
step, namely, to administer these 
laws fairly and competently.” 


Central Office 


A controversy of long standing 
was terminated with the adoption 
by the association of the report of 
the committee on a central office. 
The office which will have a budget 
of approximately $25,000 will act 
as a general clearing house on all 
matters of the association except 
for the valuation of securities. The 
committee on workmen’s compensa- 
tion recommended the appointment 
by the president of a sub-committee 
to consider revision of Schedule P. 
Progress on the study of an under- 
writing profit formula was reported 
by the fire and marine committee. 


Accident and Health Action 


Although no formal action was 
taken by the National Association of 
Insurance Commissioners on the 
recommendation of Zone 4 that acci- 
dent and health experience by policy 
form be collected, the commissioners 
of Zone 4 plan to collect such data 
to determine true loss ratios, assist 
in the approval of forms and to pass 
upon rates. Zone 4 comprises—IIli- 
nois, Indiana, Iowa, Michigan, Min- 
nesota, North Dakota, South 
Dakota, Wisconsin. 

New officers elected were : Seth B. 
Thompson of Oregon, president; J. 
Edwin Larson of Florida, vice pres- 
ident ; David A. Forbes of Michigan, 
chairman of the executive committee, 
and W. P. Hodges of North Caro- 
lina, secretary-treasurer. Miami 
Beach, Florida, was selected for the 
December meeting. 


For July, 1947 








states, it is\i 
insured in a‘c 
these laws and 





pany writing all 
bonds. If you wa 
multiple-line compa 








pany meeting the requirem 
rving them wherever they g 


AMICO'S 


Policy 
is 
Service 


n 80 fully- 
rt adjust- 
ted States 










franchise in your community. Just write on your 


letterhead today. 


American Motorists Insurance Company 


JAMES S$. KEMPER, Chairman H. 


G. KEMPER, President 


SHERIDAN AT LAWRENCE,-CHICAGO 40 


Atlanta (3): Kemper Insurance Bidg. 


Los Angeles (5); Kemper Companies Bidg. 
Philadelphia (7): 12 S. 12th Street 


New York (17): 342 Madison Avenue 
San Francisco (4):Russ Bidg. 


Boston (16): 260 Tremont Street Dallas (1): Irwin-Keasler Bidg. 


New Orleans (12): Hibernia Bank Bidg. 
Portland (4): Yeon Bidg. 
Seattle (4): Dexter-Horton Bidg. 


Syracuse (2): Syracuse-Kemper Ins. Bidg. 








COMPENSATION 
COMMITTEE REPORTS 


- pemeaaretaie to the resolution 
adopted at the June, 1946 session 
of the N. A. I. C.,, the National 
Council on Compensation Insurance 
appointed a committee to make an 
extensive series of test audits to 
study and investigate the feasibility 
and practicability of improving the 
premium base for workmen’s com- 
pensation insurance. In reporting 


back the committee stated that the 
study showed conclusively that none 
of the modifications of the present 
premium base investigated is either 
feasible or practicable. They recom- 
mended that a new effort should be 
made to develop a rate level correc- 
tion factor based on underwriting 
results within a specified period in 
the recent past and limited in its 
effect to a moderate percentage of 
decrease or increase in the rate level 
otherwise determined. 
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Insurance Moratorium—from 26 


in which the groups compete. Vic- 
tory of a member of such a combina- 
tion over its business rivals achieved 
by such collective means cannot con- 
sistently with the Sherman Act or 
with practical, everyday knowledge 
be attributed to individual “enter- 
prise and sagacity” ; such hampering 
of business rivals can only be attrib- 
uted to that which really makes it 
possible—the collective power of an 
unlawful combination. 

If you stand defensively on old 
practices and fail to recognize that 
new concepts of public interest are 
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INSURANCE COMPANY 
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forcing new interpretations of old 
laws as well as passage of new ones, 
sooner or later you will meet dis- 
appointment at the hands of an alert 
court. The long range view is im- 
portant. In considering rules and 
organization structure, therefore, re- 
member that if the effects of your 
program may conflict with the ob- 
jectives of the statute, you are stor- 
ing up trouble for the future. 


Review Activities and Rules 


It would seem that the wise course 
in the next few months is to review 
group activities, rules and regula- 
tions carefully. If you find some- 
thing questionable, analyze it with a 
view to its original purposes. Is it 
an anachronism in your business? 
What are its benefits,—and how do 
these benefits stack up against the 
possible detriment to others? Does 
it tend to inhibit the competitive 
opportunities of other individuals or 
groups? Is it necessary to the con- 
tinued efficient operation of your 
business ? 

No group in the insurance busi- 
ness has a greater stake in free en- 
terprise than the agent. Likewise, 
no one can contribute more to free 
competition in insurance. Fine, 
laudable and even profitable as the 
insurance agent’s role has heretofore 
been, past performances are not 
enough, It is the future that counts. 
What that future will be is up to 
you. 

[ have the fullest measure of con- 
fidence and faith in the agents’ ca- 
pacity for fair play and freedom. In 
my discussions with them, the out- 
standing fact to me has been their 
general acceptance of the principle 
of freedom of enterprise and opposi- 
tion to all attempts to restrict com- 
petitive endeavor. You may be genu- 
inely proud of your adherence to 
this great American tradition which, 
in the stormy crisis of international 
affairs, still has strength and 
validity. 

Let us all work together in shoring 
up the economic structure under our 
democratic form of government, so 
that the benefits of a free society 
may be preserved. I wish you the 
best of success in formulating and 
executing your program for the 


years which lie ahead. 





From an address before the Florida Associa- 
tion of Insurance Agents. 


STATE AND INDUSTRY 
COOPERATION 


HERE are many indications 
pointing to the belief that we 
are on the threshold of an era of 


regulation by conference between 
industry and government,” Caspar 


S. Whitner, immediate past presi- 
dent, told the annual meeting of the 
South-Eastern Underwriters Asso- 
ciation. “Ours is the opportunity to 
practice self-regulation in a trust- 
worthy and conscientious way and 
in such a manner that those in govy- 
ernment will have full confidence in 
us and a desire to cooperate. The 
good in business comes from busi- 
ness itself and is not superimposed 
by the hand of force. Let us have 
no fear of using the conference table 
with supervising authorities.” 


NATIONAL BOARD 


[X of the standing committees of 

the National Board of Fire Un- 
derwriters have new chairmen as 
follows: Laws: J. Victor Herd, vice 
president, Continental Insurance 
ee Conference: George C. 
Long, Jr., president, Phoenix Insur- 
ance Company; Public Relations: 
Walter F. Beyer, vice president, The 
Home Insurance Company; Maps: 
John R. Cooney, president, Fire- 
men’s Insurance Company; Statis- 
tics: D. C. Bowersock, president. 
Boston Insurance Company; Mem- 
bership: E. J. Dickey, vice-chairman 
of the board, Agricultural Insurance 
Company. 


S.E.U.A. ELECTS OFFICERS 


B F. WEAVER, assistant U. S. 
e Manager of the Royal Insur- 
ance Company, Ltd., has _ been 
elected president of the South-East- 
ern Underwriters Association suc- 


ceeding Caspar Whitner, associate 
manager, Southern Department, 


Hartford Fire Insurance Company, 
Atlanta, Georgia, who had occupied 
the post since 1945. E. M. Ransom, 
Southern Department manager 01 
Commercial Union Assurance, was 
named vice president replacing Es- 
mond Ewing, vice president of The 
Travelers Insurance Companies. 
W. W. Sampson was re-elected man- 
ager of the association. 
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Fire Insurance—The Expiration Date 
Specified in the Policy is Controlling 


In Stratton v. United States Fire 
Ins. Co. of New York, (1946, S. D.) 
25 N. W. 2d 239, the plaintiff sued 
upon a fire policy written upon a 
standard form required by state 
statute. The application was signed 
on April 21, 1942. It was filled in 
by the local agent and was forwarded 
by him to a branch office of the de- 
fendant. The application was ap- 
proved and a policy was executed 
by the defendant on April 29, 1942. 
The policy was mailed to the local 
agent but was not delivered by him 
to the plaintiff until May 22, 1942, 
on which date the premium was 
paid. 

The period of coverage described 
in the policy began at noon on April 
21, 1942 and expired at noon on 
April 21, 1945. The loss occurred on 
May 15, 1945. 

The plaintiff contended that she 
had paid for coverage for a period 
of three years, and as the policy was 
not delivered and the premium paid 
until May 22, 1942, the three-year 
period began on that date and she 
was therefore protected by the 
policy when the loss occurred on 
May 15, 1945. 

The defendant contended that the 
expiration date specified in the policy 
was controlling and that the period 
of coverage had therefore expired 
when the loss occurred. 

The issue thus made was resolved 
in favor of the defendant. The 
court held that the fire policy ex- 
pired on that date explicitly stated 
in the policy, notwithstanding the 
fact that the policy had been ante- 
dated so as to cover a period during 
which no risk had been assumed by 
the defendant. The court simply 
stated that it could not disregard 


For July, 1947 


the plain and unequivocal terms oi 
the policy and make a new contract 
for the parties. It was indicated, 
however, that had the plaintiff 
alleged and offered proof to sub- 
stantiate a claim of mutual mistake 
or fraud, the plaintiff could have 
sought reformation of the policy and 
under those circumstances could 
possibly have recovered for the loss. 


Automobile Liability—The Provisions 

of a State Statute Must be Read into 

a Policy Insuring the Operator of a 
Motor Vehicle for Hire 


As a condition for obtaining a 
permit to operate a taxicab for hire, 
a statute in the State of Kentucky 
requires the owner to file with the 
Division of Motor Transportation a 
policy of insurance obligating the 
insurer to pay any final judgment 
against the insured “arising out of 
the death or injury of any passenger, 
‘ or any act or omission con- 
nected with the operation of the 
motor vehicle.” 

A woman engaged a taxicab to 
drive her from the city of Ashland, 
Kentucky to a small town near by. 
While en route she claimed that the 
driver of the cab stopped the same 
and insulted her and tore her cloth- 
ing. She instituted suit against the 
owner of the cab and recovered a 
judgment against him in the sum 
of $1,257.95 of which amount the 
sum of only $7.95 was for compen- 
satory damages and the balance of 
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$1,250.00 was awarded as punitive 
damages. 

After recovering the judgment 
against the owner of the cab the 
plaintiff instituted suit against the in- 
surer to collect the judgment. The 
insurer denied liability on several 
grounds, one of which was based on 
the fact that the policy which it 
had issued to the cab owner covered 
only damage arising out of the oper- 
ation and maintenance of the taxi- 
cab and did not cover damage re- 
sulting from personal assaults by the 
cab drivers. In deciding upon this 
issue, the Supreme Court of Ken- 
tucky in Maryland Casualty Co. v. 
Baker, 1947, 200 S. W. 2d 757, held 
that inasmuch as the policy had been 
issued for the purpose of enabling 
the cab owner to comply with the 
requirements of the state statutes, 
the policy and the statutes must be 
read and construed together, and 
that the mandatory provisions of the 
statutes must be read into the policy, 
and if the policy contained conflicting 
provisions, then the provisions of the 
statutes must prevail. It was held 
that the language of the statute, 
“any act or omission connected with 
the operation of motor vehicles,” 
was broad enough to include dam- 
ages, both compensatory and puni- 
tive, arising from a personal assault 
by a cab driver. There are several 
cases in other states holding to the 
contrary. In distinguishing these 
cases the court said: 

“Cases from other jurisdictions 
are cited to the effect that damages 
because of personal assaults by 
drivers of taxicabs are not covered 
by insurance policies issued to the 
cab owner, but we cannot be guided 
by these decisions. We must con- 
strue our own statute, taking into 
consideration the purpose for which 
is was enacted.” 
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“WELL... 
DON’T WORRY 
YOU'RE IN 
PACIFIC 

NATIONAL” 





OW often have you 

reassured some client 
in the middle of the night? 
Doesn’t it make you feel 
proud to be an insurance 
man? You help people when 
they need help most. Many 
an agent has banished the 
fears of an assured with a 
single sentence: ‘‘Don’t 
worry, you're covered by Pa- 
cific National.” And to that, 
you can add as others have: 
“You'll find Pacific National 
people mighty friendly and 
helpful to deal with.” 


PACIFIC 
NATIONAL 


FIRE INSURANCE 
COMPANY 


HOME OFFICE « SAN FRANCISCO 


EASTERN DEPARTMENT + PHILADELPHIA 
OFFICES IN PRINCIPAL CITIES 


COAST TO COAST 











Our Business—from 20 


among which I would suggest the 
wisdom of considering the follow- 
ing points: “< 


(A) Since rate readjustments will 
be a matter of statistics, can 
the agent contribute to this 
phase of the study? 

(B) If agents assist rate commit- 
tees, will it be sound for a few 

“+ agents to have all the benefits 
of such a study, which might 
be used to their advantage 
competitively ? 

(C) Will agents wish to delegate a 
few named individuals to serve 
for a period of years, since 
rotating committees would be 
valueless ? 

(D) Would an alert agent wish to 
be in the position of being in- 
formed of developments which 
might handicap him competi- 
tively ? 

There are many more questions 
which could be asked, particularly as 
of January 1, 1948, which causes me 
to suggest to agents that they think 
this idea through before aggressively 
seeking a place on committees setting 
the price for the product they are 
selling. 


Insufficient Markets 


At the meeting of the New York 
State Agents’ Association recently, 
considerable discussion was had with 
respect to the failure of companies 
to supply a market for certain types 
of business. I am confident that you 
will agree with me, there is never a 
shoftage of market for profitable 
business. Obviously, if the compa- 
nies are avoiding business, as has 
been true in the case of certain 
classes, it is because they have felt 
there was no chance of making 
money on such classifications. 

I feel we in the company end 
have been somewhat remiss in not 
raising our rates fast enough and 
high enough to meet these situations, 
since at a price, any insurable risk 
should find a market. Ofttimes, 
however, the companies’ views when 
predicated upon experience do not 
satisfy the views of those who repre- 
sent the public, and after the com- 
promises are reached, the companies, 
quite naturally, avoid large par- 
ticipations in those types of business 
in which there is little or no hope of 


profit. The failure to supply such a 
market then results in threats of ex- 
tensions of state insurance funds or, 
as it has become to be known, 
“creeping socialism.” With a little 
analysis, you can see how easy it is 
to destroy the vehicle which has 
served the public so _ splendidly 
throughout the years merely by the 
failure of the companies and the 
authorities to agree upon rates that 
are adequate. It is the agent’s job, 
as well as the company’s, to correct 
the erroneous thinking which pro- 
duces limited markets for sound 
risks. 


Insuring Unsound Operations 


In recent years, there seems to 
have developed a philosophy that 
everyone is entitled to insurance. 
This is particularly erroneous in 
that the insurance business may be 
doing the public a real service in de- 
clining insurance facilities for un- 
sound operations. There isn’t any 
more logic in an insurance company 
supplying the funds to support an 
operation that is unsound from an 
insurance standpoint than there 
would be for a bank to accept mort- 
gages which are economically un- 
sound. Let us examine a typical 
case: A trucker carrying high-valued 
merchandise fails adequately to pro- 
tect the property he is carrying 
against the risks of fire or theft. 
Under such conditions, why should 
an insurance company attempt or be 
expected to set a premium on such a 
risk when it means the probable un- 
necessary loss of the property itself ? 
There is, of course, no good reason 
for a company to do so, and in pub- 
lic interest it should not do so. 


Collections 


Now, I should like to direct your 
thoughts to problems of a little dif- 
ferent nature. The first of these is 
the subject of collections. A short 
time ago, we sent to all of our agents 
a bulletin reading as follows: 


“COLLECTION PROBLEMS 
ARE HERE! 

“If as so many economists pre- 
dict we are heading for a business 
recession, the time has come for 
agents to keep their collections up to 
date—not try to be bankers rather 
than insurance agents. 
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“As friends of this office we urge 
your careful consideration of this 
important problem.” 


Having in mind the tendency on the 
part of everyone engaged in busi- 
ness to grant credit extensions dur- 
ing periods of prosperity, it seemed 
to me it would be well to send out 
this timely warning to our agents. 

It is important that agents pro- 
tect themselves against the possibility 
of bankruptcy due to the extension 
of credit, and in this connection, you 
will be interested to know that ac- 
cording to Dun & Bradstreet’s statis- 
tics, failures in this country in 
April, 1947, totaled 277 as compared 
to 69 in June, 1946. Of course, there 
have been a number of new concerns 
entering business, which naturally 
raises the mortality expectancy. 
Nevertheless, we cannot overlook the 
fact that these failures included a 
number of concerns with liabilities of 
over $100,000. Further, it is inter- 
esting to note that the approximate 
assets of the concerns failing in April 
1947, totaled over $16,000,000, 
which is a figure very nearly as high 
in dollars as the assets involved in 
failures in any one period from 1940 
to date, even though in some prior 
years the number of failures has 
been much higher. The point these 
statistics makes is that the size of a 
concern is not necessarily a guaran- 
tee of its solvency. 

When insuring sound business, 
the premium should be payable 
promptly either through funds avail- 
able in the treasury of the business 
or under the credit arrangements 
made by that business with a bank- 
ing institution. For agents to enter 
the banking field is a grave mistake. 
I urge that we do not develop un- 
favorable public reactions, which 
always result from the failure of an 
agency because of the number of 
clients involved, simply because 
there is an unnecessary over-exten- 
sion of credit. 


Multiple-Line Underwriting 


During the past session of the 
legislature in New York, a bill was 
passed authorizing fire companies to 
write automobile liability insurance 
and casualty companies to write 
automobile lines normally insured by 
fire companies in the state on and 
after January 1, 1948. The mere 

(Continued on the next page) 
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HIS is the time of year when many of your clients and pros- 

pects are making vacation plans. Here is a real opportunity 
for you to increase your business. Point out that liability for an 
accident occurring on a trip—or at home during their absence— 
could easily take all the joy out of a vacation and might wipe 
out a bank account too! Burglary, a hold-up or severe property 
damage could add a costly item to the holiday expenses. The 
amount they plan to spend may unfortunately prove to be only 
a small part of the total cost. 


Our July and August advertising features our FAMILY POLICY 
—a vital necessity for a carefree vacation. Let your clients and 
prospects know how it protects the entire family against such 
financial loss not only during vacation but throughout the year, 
wherever they may be. 


We will gladly send sales helps on this policy to agents and 
brokers on request. Simply address our Agency and Production 
Department. 


| Affiliate: SURETY FIRE INSURANCE COMPANY 


CASUALTY + SURETY + AUTOMOBILE + INLAND MARINE | 
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authorization of these facilities does 
not necessarily mean that fire and 
casualty companies will immediately 
avail themselves of them. Since, 
however, there are thirty-three states 
and the District of Columbia which 
to-day authorize full multiple-line 
writing powers, it is obvious that 
once fire companies commence writ- 
ing automobile liability business and 
vice versa, it will spread very rap- 
idly and agents will be under con- 


siderable pressure to divert the 
business they have heretofore placed 
through certain channels to others. 
Over a period of years, there is 
bound to be considerable change in 
the placing arrangements hereto- 
fore followed by agents because the 
facilities offered by fire and casualty 
companies will undoubtedly be 
broadened until any one of the com- 
panies will be in a position to offer 
facilities in as many classes of busi- 
ness in the fire, marine and casualty 
fields as they choose. 
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On October 8, 1871, Mrs. O’Leary’s cow 
kicked over a lantern that started the 
great Chicago conflagration and inciden- 
tally inspired the establishment of the 
Western Department of Fireman’s Fund 
Insurance Company. Then only 8 years 
old, Fireman’s Fund demonstrated its 
Strength, Permanence and Stability by 
promptly paying over half a million 
dollars in claims, an amount that 
even exceeded its capital. With 
losses so severe that 149 insur- 
ance companies failed. were 
suspended or withdrew to their 
home states, the Fireman’s Fund 


DEPENDABLE 


G 


FOUNDED ON FAITH 


The Western Department of Fireman’s Fund 
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achievement stood out like a beacon 
light. A testimonial containing 144 sig- 
natures was presented to the Company 
by business firms in appreciation of 
Fireman’s Fund paying all its losses 
in full. Fireman’s Fund responded by 
opening its Western Department in 
Chicago on July 1, 1872, a Department 
founded on faith in the face of ruin 
and destruction. With that faith 
more than vindicated through 
the years, Fireman’s Fund sa- 
lutes its Western Department on 
the oceasion of its 75th Anni- 
versary. 
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Agents might well start giving 
consideration to this problem, since 
we cannot afford to have the aggres- 
siveness of companies result in a 
complete breakdown of our distriby- 
tive channels, even though a change 
is necessary and desirable over a pe- 
riod of years. They will recognize 
that the difference in commission 
scales between the two classes may 
possibly be used as a basis of at- 
tracting business. However, if con- 
structive thought is given to this 
subject, they will make only those 
moves which, in their opinion, in 
the long run will better serve the 
public. If this thought is kept con- 
stantly before agents and company 
men, we can travel through this pe- 
riod of transition with reasonable 
stability, whereas a careless approach 
to the problem may well result in 
temporary chaos. One thing is crys- 
tal clear, and that is, the trend to- 
wards multiple-line underwriting 
cannot be stopped. Therefore, the 
handling of this trend is a most im- 
portant subject for study. 


Conclusion 


I have endeavored to touch upon 
a few of the problems confronting 
our business, though there are many 
more matters of interest which 
would be worthy of consideration, 
since our business legislatively and 
underwriting-wise is going through 
a complete metamorphosis. How- 
ever, the fundamental factors which 
have been ever with us remain un- 
changed. Therefore, if we support 
a program which contemplates—that 
our business remain economically 
sound, that we broaden our knowl- 
edge of the contracts needed to sup- 
ply public needs at fair rates, that 
we make certain losses are handled 
soundly and efficiently, that our 
agents endeavor to understand the 
needs of their companies and thus 
are in a position to support their 
principals and, contrariwise, that 
the companies likewise strive to com- 
prehend more fully the 
agents so that they in turn can be 
of assistance, our business—your 
business and mine—will enter upon 
an era the like of which has never 
before been seen. 


needs of 





From an address before the Vermont Assocta- 
tion of Insurance Agents. 
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The following questions are taken from a final written test given by the School of 
Insurance. The answers, although not necessarily model answers, are taken from the paper 


adjudged the best by the graders, on the basis of correctness and reasoning. 

The School of Insurance is sponsored by the Insurance Society of New York, Inc., 
107 William Street, New York, N. Y.; Arthur C. Goerlich, Dean. The class to which the 
examination was given was conducted by Ward Cunningham of Chubb and Son, Arthur E. 
Muller, attorney-at-law and Kingman W. Putnam of Albert R. Lee, cargo surveyors. 


Part |—Floater 


1. Assured presents following 
statement of loss under $2,000 Per- 
sonal Effects Floater, alleging that 
on February 22, 1947 she had 
parked her car near her city apart- 
ment, placed some articles in it 
which she intended to take to her 
country place. She locked the car 
and entered a nearby store to place 
a phone call.. While there a boy 
rushed in to tell her that someone 
had broken into her car. She 
hurried out leaving her pocketbook 
in the booth. When she sought it 
later, it was gone and has not been 
recovered. Items stolen from car, 
likewise, have not been recovered. 

Adjust the loss. 


Bag, bought Dec. 1945 ... $50 
Contents: 
C—O? icctvehanbeheuaenees 6 
Enamel & Gold Compact bought 
eb. A A aa 200 
Enamel & Gold Cig. Case bought 
Pe Ppa 400 
Enamel & Gold Cig. Holder bought 
Sie ak aka tovaveseveoe 75 
Handkerchief, bought Jan. 1947 3 
Lipstick & misc. small articles 10 
Stolen from Car: 
Cardboard Box, containing— 
| Suit, bought Oct. 1946 ......... .... 75 
| Suit, bought Jan. 1946 debvincetes 60 
| Sweater, bought Feb. 1947 .. ees 25 
Vacuum Cleaner, bought Jan. 1946 .... 75 
Auto Robe, bought Dec. 1946 ........ 20 
Cloth Coat, bought Nov. 1946 ......... 100 
$1,158 


There would be excluded entirely 
from the adjustment the cash, 
vacuum cleaner (not usual to tourist 
or traveler) and auto robe. 

Applying limitation of $100 per 
article on items made part of gold 
there would be $275 involved in 
such items but the total limit under 
a $2,000 policy being $200, the 
smaller sum would apply. 

On the bag and items of clothing, 
depreciation should be calculated 
where proper and adjustment made 


For July, 1947 


accordingly. However, if the depre- 
ciated total of items stolen from the 
car exceeds $200, this would be the 
limit thereon. There would be no 
liability under the policy if the car 
had not actually been locked and 
broken into with signs of such for- 
cible entry being in evidence. 


2. You are adjusting two theft 
losses, one under a Fur Floater, and 
one under Scheduled Property 
Floater. Both assureds demand full 
scheduled value of the articles in- 
volved although at time of loss re- 
placement in kind could be effected 
at lower figure. How would you 
handle the two claims and why? 


In the event that the Fur Floater 
states “valued at” or if for any 
other reason the involved company 
regards this policy as a valued form, 
the demands of the assured must be 
met, otherwise assured would only 
be entitled to actual value of the 
article involved not to exceed the 
amount scheduled. The Scheduled 
Property Floater is not a valued 
form and would only be treated as 
one at option of company, not of 
assured. Most companies have been 
handling fur losses as if under 
valued form but these are exceptions 
justified by the policy issued. 


3. A furrier loses a fur coat, 
having actual value at time of loss 
of $2,500. He had issued receipt in 
amount of $1,000 to the owner who 
also had a Fur Floater policy in 
amount of $1,500.00. The Company 
carrying the Fur Floater insurance 
pays and then demands $1,000 from 
the furrier. The coat owner de- 
mands that this payment be made 





to her on account of the actual value 


of the garment. Which is entitled 
to the $1,000, or should it be split? 
Why? 


The garment owner is entitled to 
receive payment from both her in- 
surance and that of the furrier up 
to the amount of her loss. She has 
paid for two insurances and is en- 
titled to benefit from both up to 
point of being fully reimbursed. If 
the amount of Furrier’s liability is 
more than enough to pay loss over 
Fur Floater liability, the excess 
could be claimed by Fur Floater 
Underwriters on subrogation. 


4. You are handling a fire loss in- 
volving unscheduled property under 
a Personal Property Floater, the net 
amount of which is established in 
round figures, as follows: 





Es ccncsnsccewbocdvsissersseesees $1,250 
DE aiedvisedacsh40ncedvdseetsccavegeete 525 
Rugs and Drapes : Ee 1,550 
Furniture, etc. Sain oben 2,900 
$6,225 
Declarations of assured are, as 
follows: 
Silverware ‘neeieeaees - $500 
MS ee sheoigas 500 
Clothing ce tcteweken 2,500 
Rugs and Drapes ... : 750 
Books and Manuscripts .................. 1,000 
Musical Instruments .. none 
Paintings, etc. ....... 1, 
China and Glassware . . 
All other property including Furniture, 
ee ee ; ... 10,000 
$17,050 


What would you pay and why? 


Assured would be entitled to full 
reimbursement as there is no coin- 
surance in the policy and the 
amounts in assured’s declaration are 
used simply as guidance in deter- 
mining adequate amount of un- 
scheduled insurance. They do not 

(Continued on the next page) 
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act either as insured values in diff- 
erent classifigations or as limits ex- 
cept inattgir ‘tétals> As long as the 
aggregaté 7s | sufficient to cover the 
loss, it must be paid unless it is pos- 
sible to prove that there has been 
concealment ‘or, misrepresentation of 
material*fact on part of assured, in 
which event the policy. is. void. “3 


¥ 


Su’ 


5. Under a Personal Property 
Floater Policy providing $50,000 of 
unscheduled property coverage, you 
are handling personal property fire 
loss at secondary residence, estab- 
lished at net $4,500. During the 
course of investigation there is re- 
vealed undisclosed fire insurance 
(not “picked up” and credited under 
the P.P.F.) attaching at the loca- 
tion where the fire occurred in 
amount of $5,000 and without co- 
insurance. How would such loss be 
handled? 


Would request that claim be filed 
under the fire policy to be paid in 
full by them with no participation 
by P.P.F. Under Guiding Princi- 
ples, participating companies would 
accept this without question. If not 
participating companies, they might 
agree to the same procedure. Exact 
handling of the matter in event the 
fire company either refused to pay 
or insisted upon participation would 
be at direction of P.P.F. company. 
Fire policy being the more specific 
as to location and risk, could prob- 
ably be made to pay upon litigation. 


Part Il—Registered Mail 


1. Under the usual open, declar- 
ing form of Registered Mail and 
Express Policy: 

(a) Is coverage restricted to 
transportation while in cus- 


tody of U. S. Post Office or 
Express? 
(b) What risk is excluded? 


(c) Are territorial limits of 
sendings broad, or re- 
stricted to local use? 

(d) On what amounts are the 
premiums calculated? 


(a) No, also covers by messen- 
gers or conveyance to and 
from Post Office or Express 
Office. 

(b) War risks. 

(c) Broad—Within and between 
places in North America or 
from places in North Amer- 
ica to places anywhere in 
the World. 

(d) On amounts for which ship- 
ments are declared for in- 
surance. 


2. List the kids of property 
ordinarily insured under such poli- 
cies. 


Bonds, Stock Certificates 

Coupons, Securities 

Stamps, Money Orders 

Checks, Drafts, etc. 

sills of Lading 

Commercial Papers, Documents 

Bullion, Platinum and other pre- 
cious metals 

Currency, 
Stones 


Jewelry, Precious 


Part IIl—Agreement of Guiding 
Principles Fire—Inland Marine 


1. (a) How would you apportion 
a loss of $1,000 at the residence 
where an assured carried a Personal 
Property Floater in the amount of 
$15,000 unscheduled and a House- 
hold Contents fire policy in the 
amount of $10,000 as disclosed in 
the pick-up or credit endorsement? 


(b) What would be the resulpig 
an undisclosed $5,000 Household 
Contents Fire policy was discovered, 
in addition to the $10,000 disclosed 
in the pick-up or credit endorse- 
ment? : 








(a) Personal Property Floater ... $15,000 
Unexpired fire insurance ...... : 10,000 
Personal Property Floater over spe- 

cific excess cies eowdeais $ 5,000 
Apportionment: 
Personal Property Floater Pays 
5,000 x 1,000 = $333.33 
15,000 
Fire pays 
10,000 x 1,000 = 666.67 
15,000 

(b) Personal Property Floater .. 15,000 

Unexpired Fire insurance 
disclosed Bs ; 10,000 
Undisclosed 15,000 


; 5,000 
Fire pays all. Inland pays nothing. 


2. (a) Which policy takes pree- 
edence over the other? (1) the 
bailee customers policy or (2) the 
bailors’ policy? 

(b) In adjusting a loss under a 
bailee customers’ policy, describe 
briefly the basis of apportionment 
over the various interests. 


(a) A bailee customers’ policy 
takes precedence over the bailors’ 
policy unless there be a valid written 
agreement expressly providing either 
—a—that the property shall be at the 
risk of the bailor or—b— that the 
bailor shall effect insurance on the 
property. 

(b) The. bailee’s policy is first 
made available to pay for the bailee’s 
own property and customers’ prop- 
erty not otherwise insured. To 
effect this, the value and loss on 
customers’ property otherwise in- 
sured is excluded. Then the limit 
of liability under the policy is de- 
termined by including the value and 
loss of all property at risk. If this 
limit exceeds the loss on the bailee’s 
own property and the customers’ 
property not otherwise insured, such 
excess is made available to custom- 
ers’ property otherwise insured. 

















THINGS THAT ENDURE--%icugt TINE: 


NOTRE DAME — Famous Cathedral of France built on the small island 
of "La Cite". This beautiful edifice was started in the year 1163 and 
completed in the thirteenth century. It has been a haven of worship 
for more than 700 years. 


The Northern Assurance was organized in Aberdeen, Scotland in 1836 
as an Agency Company. It has remained so all-ways. 


FIRE AND ALLIED LINES, AUTOMOBILE INLAND 
THERN ASSURANCE C0 ltd MARINE. REPORTING FORM.-: FLOATER CONTRACTS 
i id SAN FRANCISCO 


NEW YORK «© CHICAGO « 
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HOME OFFICE AND 
FIELD APPOINTMENTS 


Aetna Group: Richard B. Elliott, who 
has been serving as special agent in Vir- 
ginia, has been promoted to be state agent. 


2 2 


Gorman has been 


Allstate: obert E. 
appointed advertising manager with offi- 
ces in Chicago. 

Enoch A. Frederick has been appointed 
resident manager of the Los Angeles 
branch office. Carl F. Krieg has been pro- 
moted from agent to assistant sales 
manager of this branch office. ; 

A branch office has been opened in 
Milwaukee with offices on the fifth floor 
of the Century Building. 

Paul F. Hoierman is resident manager 
of this division with a staff including 
the following department heads: Henry 
Gardner, Jr., sales manager; Vincent C. 
O’Connor, operating manager ; Thomas J. 
Casey, claims manager; Charles N. Mal- 
lory, underwriting manager and Chester 
H. Whitaker, accounting manager. 


*& & @ 


American Casualty: Marvin B. Car- 
penter has been appointed special agent 
in northern New Jersey, succeeding John 
H. Shale, Jr., who has been placed in 
charge of the bonding department of the 
Newark office. 


x & 2 


American Insurance Group: John E. 
Clark has been made assistant manager 
of the Pacific department at San Fran- 
cisco. His previous position was with the 
Fireman’s Fund at Boston where he was 
assistant manager. 

Robert J. Vanderbeck and Robert F. 
Young have been appointed special agents 
in Illinois. 


> = 


American Surety Group: ©. W. Mc- 
Neil has been advanced from manager 
of the St. Louis branch office to sales 
promotion manager with headquarters at 
the home office in New York. Orson L. 
Curtis, formerly assistant manager, suc- 
ceeds Mr. McNeil as manager. Robert B. 
Wheeler has been made assistant manager 
of the Cleveland branch office. 


xk 


Appleton & Cox: The Baltimore office 
at 210 East, Redwood Street has been re- 
opened to serve the states of Maryland, 
Delaware and the District of Columbia. 
Hoyt B. DeShields, Jr., state agent, will 
be in charge. 


For July, 1947 


Camden Fire: Horace Mickley, who had 
been affiliated with the company for 12 
years, has returned to its home office to 
assist in the development of inland marine 
business. During the past four years, he 
has been manager of the inland marine 
department of the Employers’ Fire In- 
surance Company at their Philadelphia 
office. 


x * * 


Continental Casualty Companies: 3. 
Stuart Weyforth, formerly assistant su- 
perintendent of agents for the National 
Casualty Company supervising liability 
and surety production, has been appointed 
manager of a newly established Indiana 
service office in the State Life Building, 
Indianapolis. 

Fred P. Eickner has been appointed 
associate district manager of the disability 
division of the Continental Casualty Com- 
ad in New York City under Lloyd M. 

uh, 


x* 


Excelsior: The eastern portion of Michi- 
gan is now under the supervision of 
Donald P. Littlefield, who is also state 
agent in Ohio. The western portion of 
Michigan will be covered by Clark A. 
McMullen, Jr., special agent in Illinois. 
Bernard M. Nickerson has been appointed 
special agent for the State of Pennsyl- 
vania. 


x * 
Fidelity & Deposit Group: William E. 


Shaw, formerly manager in Memphis, has 
been transferred to Cincinnati as manager 
in that city. He replaces Franklin J. 
Roelle. Fred C. Cochran, formerly man- 
ager in Richmond, succeeds Mr. Shaw in 
Memphis, the Richmond office remaining 
under the active direction of resident 
vice president Fred C. Robertson. Charles 
M. Hart, Jr., formerly special agent, has 
been appointed assistant manager of the 
latter office. 


2 & @ 


Fire Cos. Adjustment Bureau: Chris. 
D. Sheffe, U. S. manager of The London 
Assurance, and J. K. Hooker, vice presi- 
dent of the Automobile Insurance Com- 
pany, have been elected directors of this 
corporation. 

Additional branch offices have been 
established at the Builders Exchange 
Building, Santa Monica, California; 457 
North Palm Canyon Drive, Palm Springs, 
California; and the Wyman Building, 
Craig, Colorado. Adjusters-in-charge 
are: John D. Adair, Frank R. Chalfont 
and Arthur W. Connor, respectively. 


Fireman's Fund Group: Philip L. Pitts 
has been appointed manager of the Texas 
division in charge of the newly estab- 
lished office at 500 Wilson Building, 
Dallas. Associated with Mr. Pitts will 
be Andrew E. Miller, Jr., who will su- 
pervise all casualty and bonding lines, 
and J. Theodore Stumm, who will be in 
charge of the production of marine and 
inland marine business. Mr. Miller suc- 
ceeds Melvin D. George, who was trans- 
ferred to the group’s Chicago office a 
short while ago. 

Arthur T. Fleischhauer has been pro- 
moted to the post of assistant manager of 
the group’s eastern fire department with 
headquarters at Boston, succeeding John 
E. Clark, resigned. Lee W. Taylor has 
been promoted from assistant manager 
to manager of the metropolitan division 
to succeed Mr. Fleischhauer. Arthur J. 
Horan has been employed to succeed 
Mr. Taylor. 

The following promotions have been 
made in the southern California depart- 
ment: Albert E. Treiber, special agent, 
has been appointed manager of the fire 
department and Herman J. Schroeder, 
engineer, has been advanced to superin- 
tendent of the improved risk and service 
department of the fire department. 


x * * 


Founders Fire & Marine: Hay J. DeVoe 
has been appointed chief fire engineer. 


x * * 


General Accident Group: A new ser- 
vice office has been opened in the M. and 
T. Building, Buffalo, under the manage- 
ment of Thane W. Benedict. 

H. A. Hausmann, formerly special 
agent in Michigan for the Employers’ 
Fire Insurance Company, has been ap- 
pointed Michigan special agent for the 
Potomac Insurance Company. 


xx*ek 


Great American Companies: 4rthur 
P. Smith, Jr., special agent, has been 
transferred to Alabama to succeed Wiil- 
liam W. Branch, who has entered the 
general agency business. 


xk 


Home Insurance: William F. Ohl, Jr., 
has been promoted from associate state 
agent of New Jersey to manager of the 
Newark, N. J., office. 


(Continued on the next page) 
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Field Appointments—Continued 


Indemnity Insurance of N. A.: Samuel 
H. McGoun, formerly assistant manager 
of the Detroit service office, has suc- 
ceeded E. O. Warren, who recently re 
signed, as manager. 


& ® ® 


Johnson & Higgins: R. L. Strong, for- 
merly senior chemical engineer for the 
Associated Factory Mutual Fire Insur- 
ance Companies, has joined this organi- 
zation as manager of their inspection and 
engineering department. 

E Varren, Detroit branch manager 
of the Indemnity Insurance Company of 
North America since 1940, has resigned 
to join the Detroit office of this organi- 
zation. 


"= & 


Kemper Group: Kenneth C. Johnson 
has been appointed a representative of the 
Lumbermens Mutual Casualty and the 
National Retailers Mutual Insurance 
Companies in Anchorage, Alaska. 


xk *& 


Maryland Casualty: 4. L. Kierstead, 
resident manager of the Havana office, has 
been retired from active service. He is 
succeeded by William A. West, former 
assistant resident manager of the office. 


ss & @ 


The following 


National Fire Group: 
special agents have been appointed: 
Eugene H. Lyons in Wisconsin; Robert 
L. Aschin in Iowa; and John J. Mulligan 
in Michigan. 


Vincent A. Wenners has been appointed 
special agent for New Hampshire, eastern 
Vermont and Maine for the United Na- 
tional Indemnity Company. 


* & @ 


Norwich Union Fire: Frank C. Mentzer, 
formerly supervisor of the Chicago office, 
has been made state agent for Illinois. 
Frank H. Terry has been appointed spe- 
cial agent in Virginia under George B. 
Townsend, state agent. 


x * * 


Peerless Casualty: An agency has been 
established at 311 Ross Street, Pittsburgh, 
to be known as Peerless Underwriters, 
Inc. The president of the agency is 
Ralph A. Rohrich, formerly assistant 
branch manager of the Pittsburgh office 


of the Maryland Casualty Company. 
While the agency will specialize in 
fidelity and surety business, it will also 


have facilities for handling casualty and 
fire lines. 


x ® 


Phoenix-Connecticut Group: Robert D. 

Atwood has been appointed special agent 
of the group in charge of the Salt Lake 
City office. He succeeds Edward M. 
Madey, who resigned to establish his own 
business. 

J. Max Marshall has been appointed 
Kansas special agent of the Phoenix In- 
surance Company and will be associated 
with state agent George L. Hampton, Jr. 


SS =. 2 


Royal-Liverpool Group: Charles W. 
Tye has joined the legal department of 
the group. 

F. J. Sayler has been appointed man- 
ager of the bonding departments of the 
Eagle, Globe and Royal Indemnity Com- 





panies, succeeding Moses A. Craig, re- 
tired. He will be assisted by August 
Westphal and B. E. Joline, who have been 
promoted to assistant managers. 


x & & 


E. K. Schultz & Co.: J. R. Lewis has 
joined this general agency as special agent 
in Virginia and North Carolina. 

x * * 
Springfield Group: Parker A. Wiggins 
has been made special agent to be associ- 


ated with special agent Julian Prioleay 
in the supervision of Louisiana agents, 


xk *& 


Standard of Detroit Group: Eugene 
F. Gallagher, manager of the service de- 
partment for the Planet Insurance Com- 
pany, has been named manager of the 
special services department for the group. 
Victor J. Doyle has been named a claim 
representative at the New York branch 
office, C. W. Travis has been placed in 
Se al of claim work at Washington, 
D. C., and Roy Hayes, claim examiner, 
has pate transferred from the W ashing- 
ton office to the home office of the group. 
John M. Kennedy, formerly a casualty 
underwriter with the Hardware Indemnity 
Company, has joined the San Francisco 
branch of the Standard Accident Insur- 
ance Company in a similar capacity. Dean 
G. Gross, formerly employed in the home 
office of the Planet Insurance Company, 
has been named a fire underwriter at the 
company’s San Francisco office. 


s: & @ 


The Travelers: Louis E. Herter has been 


appointed assistant secretary of the home 
office administration department. 
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modern forms and services offered by General of 


America, pioneers in “Preferred Risk” fire insur- 


—— ance coverage. 














Look to GENERAL, 
strongest capital stock fire insurance companies — for 
new and better features in virtually all forms of com- 
mercial insurance. 
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BEST’S SAFETY DIRECTORY: 


|. Illustrates and lists all recognized products related to safety 

2. Describes the hazard and "remedy" through proper equipment 
selection 

3. Lists manufacturers by name and address 

4. Provides nationwide list of dealers and distributors 


THE SAFETY HANDBOOK FOR: 


Safety Directors 
Key Plant Executives 
Purchasing Agents 
Supervisors 


1948 EDITION 


Best's greatly expanded 1948 Edition is in preparation; contains 
a wealth of new products, more detailed, specific-hazard break- 
down in equipment categories, new illustrations, new safe work 
procedures and many additional manufacturer listings 


Plant Foremen 

Insurance Engineers 
Insurance Agents 

Industrial Medical Personnel 


LIMITED EDITION 
Reserve your copy of the 1948 Edition now. Only $5.00 





authentic, illustrated complete-in- 
one-volume encyclopedia of all known 
SAFETY, FIRST AID, HYGIENE and 
FIRE PROTECTIVE products 


BESTS SARETY DIRECTORY 


It tells you: 


@ WHAT TO USE 

@ WHEN TO USE IT 
© HOW TO USE IT 

@ WHERE TOGET IT 


For help on problems of: 


EYE PROTECTION HYGIENE 
WASHROOM SANITATION DUST CONTROL 
PERSONAL PROTECTIVE FIRE PROTECTION 
EQUIPMENT 





Alfred M. Best Company, Inc. 
75 Fulton Street | New York 7, N.Y. 
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Anchor pp Comeatty, &. Paul 


(Adds New “ny seeeseoses May 38 
Angelus Indemnity, los Angeles 

(Creditors Keserve Dividend) --May 38 
Appleton & Cox, New York 

isth PEEVOUEET)  sccdoscccscces Mar. 107 
Arex Indemnity, New York 

(See Associated Reciprocal) .-Mar. 107 
Associated Factory Mutuals, Providence 
(Kelly Joins _ | Saas Feb. 33 
Associated Fire & Marine, San Francisco 
(Discontinuing Fire Lines) ...... May 
Associated Hospital Service, Baltimore 

(Adopts New Title) ......c.c.cceee May 
Associated Reciprocal, New York 

(Undr. Procedures Revised) ...... Jan. 36 
(Brown Deceased) ........cecees Mar. 107 
Atlantic Casualty, Newark 

ET MENEY) wine dsniesccsccucees July 59 
Atlantic Mutual, New York 

Se PROMOTE) .nvcccsciceses Feb. 34 


Hartford 


Automobile Insurance, 
batesaee Mar. 107 


(See Aetna Life Group) 


(See Aetna Life Group) ........../ Apr. 99 
Baltimore-American, New York 

(See National Liberty) ..........Apr. 105 
Bankers Indemnity Insurance, Newark 

(Recent Electior irae 5 caautidnie-cxa .May 
Bankers Life & Casualty, Chicago 

(Completes Merger) .............. July 59 
Boston Manufacturers Mutual, Boston 

CTO) encocsesosesesooscs Feb. 34 
Caledonian Group, Hartford 

(Executive Changes) ............. July 59 
Cathay Insurance, Raritan Township 

ee COURT) ccccvecescccocesect May 40 
Central Illinois Hospital, Peoria 

DEED ccvcccesesbeccescocecces Mar. 108 
Century Indemnity, Hartford 

PE BOUTUIET) cs cccccccccceee Feb. 34 
Church Properties Fire, New York 

i  cicecadesvendcsenedes July 59 

(Additional Resources) .......... July 59 
Cimarron Insurance, Cimarron 

SY NED. 4 0.04.0.05:004000006 June 100 
Citizens Fund Mutual, Red Wing 

(See National Farm) ............ Mar. 112 
Citizens Mutual Fire, Janesville 

(Absorbs Dairyman’s Mutual) ....Jan. 38 
Cleaners & Dyers, San Francisco 

ET «tunities weit ale e-s.vxbne ol Apr. 99 
Columbiana County Mutual, Lisbon 

(See Druggist Mutual) ............ Feb. 35 
Combined American, Dallas 

(Enters Life Field) ............ Jan. 38 
Combined Mutual Casualty, Chicago 

(New Vice President) ............ 
Commercial Bankers Mutual, Kanes City 

(Examined) ..... Preeeas+eeaeeeming Feb. 

Saar ae ST: Mar. 108 
Commercial and Industrial, Houston 

EE ete lad Seth auiiecanewd May 40 
Continental Casualty, Chicago 

(Premium Volume) ehusceetseseue x > 


. oe 

(Boiler & Machinery Reinsured) ..Feb. 35 
(Examined) 
(Vice President Dull Resigns) ....Apr. 99 
May 40 


(Issues Polio Rider) .............6] fay 
(Proposes Capital ais nie atinatll July 59 
Continental Fire and Casualty, Dallas 
(Increases Capital) ............ Mar. 108 
(Adds New Funds) .............. June 100 


Continental Insurance, New York 

(Earnings in 1946) .............. Mar. 109 
Corroon & Reynolds, New York 

(Official Staff Changes) 





(Butler Deceased) ................¢ July 60 
Cosmopolitan Mutual Casualty, New York 
(Changes Dividend) .............. ‘eb. 35 
Country Mutual Casualty, Chicago 
>? Peeeeeitnerpe edt n. 39 
Dairyman’s Mutual, Janesville 
(See Citizens _ “pee Jan. 38 
Dorchester Mutual Fire, Boston 
(Dividends Reduced) ............. July 60 


Druggist Mutual, Mansfield 
(Absorbs Columbiana County ee 


». 35 
Dubuque Fire & Marine, Dubuque 
(Graven Resigns) EES CO Feb. 35 
(Changes in Official Staff) ........ May 41 
Eagle Indemnity, New York ; 
reentive Changes) SPT eee July 60 
Empire Fire & Marine, Omaha ‘ 
ARR einige nage IN June 100 
nire State, Watertown 
E (See Agricultural) OR Orr ee June 99 
mployvers Reinsurance, Kansas City 
(Entering Fire Reinsurance Field) 
Mar. 109 
Equity Fire Insurance, Kansas City 
(In Liquidation) .................. Feb. 36 
Excess Insurance, New York 
IE ocx ce adlae cosa eons. Jan. 39 


Excess Management, New Y 
k 
(Tenth Anniversary) aon ves ee May 41 
Wx Insurance, Hartford 
ontract Terminated) -July 60 
Farm Rurean Mutual Automobile, Columbus 
rel temium voume) te Ray Feb. 36 

urean Mutual, N 

(Adopts New Na ~ me) ~~ 


$992065.05%0% Apr. 100 
armers Automobile Int 
(Shortens Title) ... re top a : — Aub 61 


For July, 1947 


Farmers Cooperative, Dallas 
CCHMGO ER ZH) cvscccccsecces Mar. 109 
Farmers Insurance, Los Angeles 





(See Farmers Auto. Inter-Ins.) ..July 61 
Federal Mutual Fire, Boston 

Ce SED. o ccascovscesesecs June 100 
Fidelity & Casualty, New York 

DE c.60n00n0ssendq000ee Mar. 110 
Fidelity and Deposit, Baltimore 

eres 

(Stockholders’ Report) 

(Official Staff Changes) .. 

(Pierson Advanced) ............+0] 
—— & Guaranty Fire, Baltimore 

cy ee a tS i eerereeny: an. 47 

(ireadened BOUUEED davicesivccecl Apr. 100 

le eer ore Apr. 1 


Fidelity-Phenix Fire, New York 


(See Continental Insurance) ..Mar. 109 
Fire Association Group, emma 
(New Secretary) .......ccccceees Jan. 40 
Fireman’s Fund Group, San eaten 
(Garrison Joins Staff) .......... Feb. 36 
(Expanding Charter Powers) ....Mar. 110 
(Executive Staff Changes) ....../ Apr. 100 
Firemen’s Insurance, Newark 
(Three Senior Officers Retire) ....Jan. 40 
Food Dealers Mutual Fire, Chicago 
eee res May 42 


Franklin Mutual, Ciheege 
(First Report on Claim 
General Bonding & Ins., 


40 


Ss) Jan 
Oklahoma C ity 


(Recently Incorporated) reteouaed ™ pr. 101 
General Transportation, New Yo 

(Announces Dividend Schedule) OF 41 
Genessee Valley Medical Care, en 

| >= ea May 42 
Germantown Fire, Philadelphia 

(Stockholders’ Suit) paMabeeé nee Jan. 41 

(Rosenlund, President) .......... Feb. 36 

(Stockholders’ Suit continued) ...Feb. 37 
Glens Falls Group, Glens Falls 

(Premiums Up 35%) .........s.. Jan. 41 

(New Directess) (chen hEsnnecacen June 101 
Great American Reserve, Dallas 

fo 2 2 enegeereaa Feb. 37 

(Revises A. & H. Policies) ...... Apr. 101 
Guardian deme, Springfield 

Ce . <isecdkasenseeesa Feb. 37 
Gulf Insurance, Dallas 

ee rrr ee Jan. 41 
Hamilton Fire Insurance, New York 

(See Industrial Insurance) ...... Feb. 37 
Hanover Fire Group, New York 

"=e July 61 
Harford Mutual, Bel Air 


(See Mutual Fire) ................ July 62 
Hardware Mutual Casualty, Stevens Point 


CO aera rere Apr. 102 
Harleysville Mut. Cas., Harleysville 
.  .... Sener eatere: Apr. 102 


Hartford Accident and Indemnity, Hartford 


(Premium Volume) ..............- ‘eb. 37 
Hartford Steam Boiler, Hartford 

(Announces Dividend) ............ . 42 

(New Vice President) ............/ Apr. 102 
Health Insurance Plan, New York 

DEED Sok ancecancwetaesea suede May 42 
or) way es Austin 

EY dttiachoeesinesss00cescd Apr. 102 

Holyoke Mutasi Fire, Salem 

(Addition to Staff) ...... eee Jan. 42 
Home Insurance, New York 

(Examined) ....... Ore eT Jan. 42 

CE SD cccéocesceeseece Apr. 102 

CROROEE WHEED wscccedesscecccch pr. 102 

(By-Laws and Staff Changes) -May 42 
Hospital Service, Chicago 

(See Central Illinois) .......... Mar. 108 

|e rrr reer May 43 


4 ) 
Hudson Mohawk Mutual Casualty, Albany 
(Merger Approved) M 


Idaho mare ante Pocatello 


Hols ‘Mutt (cassebadimasess June 101 

Illinois futual ae, "Peoria 
EY initia yh abs binen connie . 43 

Illinois Nationai_ Casualty, Springfield” 
(Conspiracy Ruling Rendered) ..Mar. 110 


Improved Risk Mutuals, ~y York 


(Changes in Membersh “44 tanta aes ‘eb. 37 
Indemnity Insurance, Philadelphia 

SEED bb nwnseeensenesecs sec 103 
Industrial Insurance, New York 

New Fleet Formed) ............ Feb. 37 
Inland Empire Casualty, Boise 

eo ge re May 43 
Insurance Company of N. A., Philadelphia 

(Solicits Reinsurance) ............ Jan. 43 

GEE, EE, sas panes coensses Jan. 43 

(T. Leaming Smith *Retires) ee Feb. 38 

(New Aircraft Hull Rat. Plan)..Apr. 103 

(New Director) ....... padenananee May 44 

i. 2s. |) eo May 44 

(New Farm Forms) ........... ..June 101 
Insurers Indemnity, Tulsa 

i i 7 i beene de eceke woe July 61 
Inter-Ocean aeaaty, Cincinnati 

(Adopts New Title) ......... ooe--dan. 43 
wt Group, Chicago 

(Allen Joins Organization) ...... 104 
Kentucky & — Mutual, Louevine 

IE soko ns0cectcscescces Apr. 104 


Keystone Mutual Casualty, 
(Out of Business) ...........++5+. 
Lititz Mutual, Lititz 
(Dividend and Deviation 


CHOMMES) accccccccvccecceseocec’s July 62 
Lloyds Alliance, Austin 
(Ldcemsed) ..ccccccccccccccscesess May 44 
Lloyd’s, London 
(Officials Chosen for 1947) ........ Jan. 43 


(Duncan Deceased) ..........0++. July 62 
London Assurance, London 

(75th Anniversary) ............Mar. lil 
London & Provincial, London 

(U. S. Operations Discontinued) ..Feb. 38 
Loyalty Group, Newark 


(Staff promotions) ..........-..++ Feb. 39 
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(Kemper Group Changes) ........ Jan, 44 

(Official Staff Changes) .......... Jan. 44 
Manufacturers Fire, Philadelphia 

(Official Staff Advancements) .. Jan, 44 
Maryland Casualty, Baltimore 

(Writings at Record BEM) cscces Mar. 111 

(Harper, President) ............Mar. 111 

(Declares Dividend) ............ June 101 
Maryland Hospital Service, Baltimore 

(See Associated Hospital) ........ May 38 
Massachusetts Bonding, Boston 

(Stockholders’ Report) .......... Mar. 111 
Medical Surgical Service, Yakima 

CLdeemsed) ..cccccccccccccccccces June 102 
Merchants & Farmers Mutual, St. Paul 

(Rehabilitator Appointed) ........ Feb. 39 
Merchants Mutual Casualty, Butate 

(TERRMIMOE) 2 cccccccccccccccccceed 112 

(Resumes Dividends) ............. s-* 62 
Michigan Surety, Lansing 

(New President) .........e+++++.- May 45 
Mid-Western Indemnity, Cleveland 

(New Company) ...............-Apr. 14 
Minnesota Medical Service, St. Paul a 

(Zo TMSSEPOEREE) cocccccccccccseed Apr. 105 
Missouri Insurance, St. Louis . 

(Zelle, New President) .......... May 45 
Mutual Boiler Insurance, Boston > 

CHORRO PUGURSOSE) .cccccccccccsccs May 45 


Mutual Co. Association, Washington 


TEED. snunceecnesescceceecece Jan. 44 
Mutual Fire Insurance, Bel Air 
(CROW THES) coccccvcccccesccceccoes July 62 


National Automobile & Cas., Los Angeles 


(No Special Premiums) ..........} May 45 
National Farm Mutual, Red Wing 

(Adopts New Title) ............ Mar. 112 
National Liberty, New York 

(Staff Advancements) ........../ Apr. 105 
National Reinsurance, New York 

(See Reinsurance Corp.) ......../ Apr. 107 


National Union Fire, Pittsburgh 
(Proposes Recapitalization) ...... July 63 
New England Casualty, Springfield 


(Inevesses Capital)  ..ccccccccsess an. 45 
New Hampshire Fire, Manchester 

(Dividend Change) ..............4 Apr. 105 
New Jersey Mfrs. Casualty, Trenton 

(Dividends to Policyhoiders) ehewe May 46 
New Jersey Mfrs. Ass’n Fire, Trenton 

(Dividends to Policyholders) ein aie May 46 
North British & Mercantile, London 

(Canadian Manager Retires) ...... Feb. 40 

(Shalleross Deceased) ............ May 46 
Northeastern Insurance, Hartford 

(New Directors) ...cccccccccccced pr. 105 

CRORE CRAMNES) nccccceccccccscc Apr. 105 
Northeastern New York Medical, Albany 

(TASEREOED . ccceécegoccccvescecoccoel May 46 
Northern Casualty, Des Moines 

(See Northern Mutual) ............) May 46 


Northern Mutual Bonding, Des Moines 


CHOW ZPD ccvececcecccovsessovel May 46 
North Star Reinsurance, New York 

(Addition to Staff) ................ Jan. 45 
Northwestern Mutual Fire, Seattle 

CHOOT VER secccccswecscce Mar. 112 
Ohio Casualty, Hamilton 

(Stock Dividend) ................ June 102 

(Declares Stock Dividend) ....... July 63 
Old North State, Greenville 

(New Company? .cccccccevsccese Mar. 113 
Pacific Employers, Los Angeles 

(EROVENEE CRBUUEED cw cccccconcccocece July 63 
Pacific Indemnity, Los Angeles 

(Declares Extra Dividend) ...... an. 45 
Pennsylvania Accident & Health, Phila 

(New Company) ........--..+0+- Fe 


y) 

Pennsylvania Casualty, Baltimore 
(Elects New Officers 
(See American Health) 
(Change in Control) 

Pennsylvania Mfrs. Assn. Casualty, Phila. 
(Approves Extra Dividend) Ja 
Petersburg Insurance, Petersburg 
(Company Revived) 

Potomac Insurance, Washington 
(Addition to Staff) 
(Authorized Capital and Powers 

MREATGOE)  coccccccsecccovesceces July 63 

Preferred Accident Insurance, New York 
(Discontinues Dividen 
(To Amend Charter) 
(Rating Withdrawn) 
(Stockholders Meet) 
(Promised Additional Funds) 
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(Dull New President) .......... Apr. 106 Rural Fire, Dallas Swiss —_ yo Zurich 
(Merger & Refinancing crepes May 46 (See Farmers Cooperative) | ndebied Mar. 109 (New U. S. Head) ...cccececeeeess Jan. 47 
(Merger Completed) ...... ..e+-June 102 Rural Mutual Casualty, Madison Texas Employers" Dallas 
Preferred Casualty, Seattle at’ re Farm Bureau Mutual) oawersiell Apr. 100 (Examined) ...cccsccsccccccecees: May 48 
(New Reciprocal) ..............-- May 47 Paul Group, St. Paul Travelers Fire, Hartford © 
Preferred Insurance, Grand Rapids St Stockholaen? ED sisio< ches Mar. 114 (Entering Ocean Marine Field) ..Mar, 15 
(Revising Capital Structure) ....June 102 St. Paul Fire & Marine, St. Paul United Benefit Fire, Omaha 
Preferred Kisk Mutual, Des Moines (New Director) ..................May 48 MEME oe cau aawisaws May 48 
(Insurance for Abstainers) ........ Feb. 42 Seaboard Surety, New York ‘ , United Casualty, Cedar Rapids 
: (thosneed ypeneases* secees a .June 102 Se Seeley ry ge AR pA -Feb. 43 (Recently Licensed) ............] Mar. 116 
*rotectiv emnity, New York > 4 > P 1 e - x 
aan a) ......... Mar. 113 (Revises Accident & Health Lines) C3. Soe 6 Se Baltimore i 
(Dull New President)... 5 Feb. 43 a es, ier the 
Protective Mutual Casualty, Sequoia Insurance, San Francisco Amends ‘Charter) sbuiseeceecs scan 
(Incorporated) .....cccccccccces  .,,. at Rs ee Apr. 108 (Revises Charter) ...-+-++-++++-e4 Apr. 108 
(Licensed) ....---...+-++++++++.. Shelby Mutual Casualty, Shelby (Executive Changes) .........-..4 Apr. 108 
ee Indem., ss og s ( a ad — Cees -June 103 U nited States Mutual, Chicago 
(Licens ee ceccecescecscesececs June 102 South Carolina Insurance, Columbia > 7 my oo 7 
Providence Washington, Providence (Capital Increase) .............. June 103 (Being E ong seaeanee ances Mar. 116 
( . Commissioner Joins Staff ..Feb. 42 Southern Canada, Toronto Universal Surety, Lincoln men 
(Plans Subsidiary) ..............May 48 (In Process of Organization) .July 64 (Incorporated) |. ..-...-. eoaneen tae par 
(Addition to Staff) ............... July 64 go , x > Favetteville .. J poetccer ME Sige © 0 le atlas oe 
Public National, Miami Beach jg 2 oe. _.Mar. 114 Utica Sesenk Tuescenee. | iule) Feb, 
(Resources Enlarged) ............ Feb. 43° standard Accident, Detroit a (Changes Dividen chedule .- Feb, 43 
(Business to be Expanded) ...... Feb. 43 (Official Changes) ................ Jan. 46 Victory General, New York 
Queen City Fire, Sioux Falls (Stockholders’ Report) .......... Mar. 115 (In Process of Organization) July 64 
(Reinsurance Contract Terminating) Seentinnd Dien, Waetterd Vv es Sate — al, ee * ‘ 
Jan. 46 aa a - viation Discontinue an. 
Reinsurance Corporation, New York or (See Aetna Life Group) ........ Mar. 107 ean r sualty & Surety, Kansas cit 
(Germain Resigns) .............4: Apr. 107 ‘State & County Insurance, Waco pj ey BA b. 110 
(New Director) ...........00-. 0.04 Apr. 107 (New Company) ..........--+-.++:. Feb. 43 (increase ese oreo 
Republic Indemnity Tucson Stuyvesant Insurance, New York * Westminster Life, Chicago 
(Proposed Stock Issue) .......... May 48 (Capital Increase) .............. Mar. 115 (See Bankers Life & Casualty) ..July 0 
Reserve Insurance Chicago Sun Bail Bond, Miami Wisconsin Mutual, Madison 
SUMMAUNNIN aso csecccescacessveced Apr. 108 (7 ee ee May 48 (Liquidation Completed) ..... --May 48 
Rhode Island Insurance, Providence Superior Insurance, Dallas Wolverine Insurance, Lansing 
(Opens Cuban Office) ............ Jan, 46 (Increases Capital) ........... Jan. 47 (Official Staff Changes) ....... Apr. 108 
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